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LATEST “CLOSE UP” OF PRESIDENT COOLIDGE AND HIS CABINET 


Left to right seated: Secretary of War Davis, Secretary of State Kellogg, President Coolidge, 

Secretary of Treasury Mellon, Attorney General Sargeant, Postmaster General New. Left to 

right, standing: Secretary of Labor Davis, Secretary of Commerce Hoover, Secretary of 
Agriculture Jardine, Secretary of Interior Work and Secretary of Navy Wilbur. 
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ON THE POLITICAL AND ECONOMIC HORIZON 


SEEKING THE FOUNTAIN OF PERENNIAL PROSPERITY 


}EVEN fat years of opulence, of ever- 
rising tides of golden bounty and 
so-called “higher standards of liv- 
ing,” appear to have stimulated the 

imagination of American people and _busi- 
ness with grandiose visions. Like Juan 
Ponce de Leon in search of the miraculous 
Fountain of Youth, the major motif of 
American national life seems to be keyed to 
the siren tune of perennial prosperity. 
“Business cycles,” statistical plottings and 
customary “barometers” may be thrown 
into the discard. Harrowing spectres of 
“panic,”’ of currency or credit contraction 
have been banished to the graveyard of 
relics belonging to benighted and aboriginal 
ages. Upon the brow of this supple Lochinvar 
of the West rest the laurels of enduring 
victory, achieving the impossible, laying 
bare the secret sources of unfailing wealth, 
taming the refractory elements of economic 
law and inducing Capital and Labor to 
enter into holy bonds of matrimony which 
no man may put asunder. 

Like Dvorak’s “New World Symphony,” 
this new symphony of American business 
philosophy is not composed entirely of a 
dominant strain of clashing cymbals of 
triumph. There is a minor note of lament; 
a fugue of doubt which not even the intrigu- 
ing preludes of the presidential political 
campaigners, or the brasses of display type 


from the gifted circulation and advertising 
managers of our metropolitan newspapers 
can quite dispel. To give heed to these 
chords does not necessarily imply a wanton 
desire to inject discord into the rhythmic 
cadence of American prosperity, or to throw 
a monkey wrench into the machinery of real 
progress. With another presidential elec- 
tion looming ahead, with Congress about to 
resume its milling grind for better or worse, 
and with conflicting currents in industry 
and trade as the year draws to a close, it is 
a propitious time to reappraise the ingredi- 
ents of American prosperity, take a new 
survey and to give accent to genuine faith 
and courage rather than mere braggadocio. 


Without subscribing to the proverbial 
fatalism of seven years of fat and seven 
years of lean, the present situation must 
give emphasis to questions of morale in 
economic and political relations. The much 
abused word ‘“‘morale” conveys something 
impalpable and abstract. At this stage 
of our national life it has a very definite ap- 
plication. This is true especially as to busi- 
ness, industry and financial administration, 
to the uses of easy money, dilution of credit, 
and attitude of government toward private 
business in general. It applies to install- 
ment financing, competition in major in- 
dustries, the piling up of a crushing weight 
of undigested securities in the hands of deal- 
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ers sustained by excessive volume of broker- 
age and collateral loans, persistent high toll 
of bank failures and the questionable policy 
of the Federal Reserve Board in artificially 
stimulating cheap money and credit, these 
are matters that have to do with morale 
instead of legislative prescription. In short, 
the responsibility for preserving and con- 
tinuing prosperity rests with those who con- 
trol the policies of business and the sinews 
of money and credit. 

Insofar as banking and credit are con- 
cerned, the recent annual convention at 
Houston revealed a wholesome apprecia- 
tion of inherent dangers and weaknesses 
and the homeopathic remedies to be applied. 
The latter comprehend more drastic clearing 
house supervision, cooperative interchange 
of credit information to catch the duplicate 
borrower and shoestring promoters, re- 
striction of bank charters and larger capital 
requirements, and institution of service 
charge as well as elimination of unprofitable 
business and vicious competition. These 
and other sound formulas testify to a due 
sense of alertness on the part of American 
bankers, but they will fall short of their re- 
sponsibility and opportunity if the tendency 
persists of high-pressure loaning and credit 


operations at the cost of safety or quality 
of business. 


eee 


CONSTRUCTIVE CRITICISM OF 
FEDERAL RESERVE POLICIES 
Ck NSTRUCTIVE criticism, which 

warns against organic or ill-advised 
political tinkering with the Federal 
Reserve System, and weighs administrative 
policies in the light of mature banking judg- 
ment and the best interests of business, 
deserves encouragement. While the proceed- 
ings of the recent annual convention of the 
American Bankers Association were wisely 
steered clear of indiscriminate and possibly 
harmful debate on the subject, there is a 
growing conviction among experienced and 
far-sighted bankers that certain Federal Re- 
serve Board policies have responded too 
freely to political considerations and the 
creed of the Coolidge Administration that 
low money rates and abundance of credit 
lie at the heart of continued prosperity. 
The doctrine of low rates and cheap 
credit is commendable if needed to facili- 
tate actual production, commerce and agri- 


culture. Some of the ablest banking minds 
in England attribute that country’s indus- 
trial and economic reverses to archaic re- 
strictions of credit and currency. But in 
this country we witness superabundance of 
bank credit and funds based on enormous 
gold holdings and low cash reserves. Too 
much is absorbed in overcapitalization, 
in sustaining stock market values above 
earning capacity, the financing of competi- 
tive installment operations and stimulating 
both public and private expenditures with 
ever-rising burden of interest charges. We 
are mortgaging and capitalizing the future 
to an extent which assumes that prosperity 
will always continue in increasing velocity. 

The facts have been repeatedly stressed 
in these columns, but justify renewed em- 
phasis. Brokerage loans continue to rise. 
Bank loans and investments increase de- 
spite decline in various branches of produc- 
tion and commercial demand. The No- 
vember Bulletin of the Federal Reserve 
Board tells us that increased demand for 
bank credit has carried the volume of loans 
and investments of member banks to the 
highest level on record in the face of lower 
commercial requirements and in contrast 
to decline in loans on securities in the 
autumn of 1926. But we fail to find any- 
thing in the summaries of the Bulletin di- 
recting attention, for example, to the fact 
that, while business activity has somewhat 
slackened, the market value of 100 active 
stocks on the New York Stock Exchange 
has increased more than five billions of 
dollars during the present year, equal to 
30 per cent gain. 

Somber silence attends the conferences 
at Washington between members of the 
Federal Reserve Board and the members of 
the Federal Reserve Advisory Committee. 
But sufficient filters through to give color 
to the impression that banking opinion is 
not in unanimity with Federal Reserve 
Board policies as to rediscount rates and 
open market operations, although the latter 
have indicated a desirable change of late. 
The “Chicago rate case’ may be a “closed 
chapter,” and official rate announcements 
may have little more than sentimental in- 
fluence upon the money market in general, 
but many bankers join in the belief that 
the Federal Reserve Board may and should 
exert a stronger influence as regards bank 
credit diversion into speculative channels. 
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CONGRESS AND PRESIDENTIAL 
CAMPAIGN 


ARRING unforeseen developments, 
B) there is every indication that Presi- 

dent Coolidge will be drafted by the 
next Republican convention for another 
term, a surmise which is strengthened by 
the disinclination of the taciturn President 
to qualify the word “choose” into a more 
positive disinclination to accept the candi- 
dacy. Politically, President Coolidge stands 
on well-nigh unassailable ground. His ad- 
ministration, enforcement of government 
economy, policy of tax reduction, attitude 
toward business, the prosperity of the coun- 
try, and adherence to the protective tariff, 
seem to have left the Democratic Party 
empty-handed so far as they have any out- 
standing issue. Union labor also appears 
satisfied with sops of continued high wages 
and full employment. Whatever opponents 
may say, the Administration attitude on 
agricultural relief and against price fixing 
must appeal favorably to intelligent citi- 
zens. As regards prohibition the expecta- 
tions of the Democrats who pin their faith 
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on “Al” Smith are born of a forlorn hope. 


Under no previous régime have the Amer- 
ican people enjoyed such great measure of 
prosperity and material advancement, with 
national wealth estimated at $420,000,000,- 
000, as during the years that President 
Coolidge has held the reins. While there is 
a tendency to exaggerate the actual influ- 
ence of the Government on business, there 
can be no doubt that the Coolidge policies 
have been a most constructive factor in 
stimulating business initiative and creating 
higher standards in production, distribu- 
tion and management. Cooperation and 
zeal for public service have taken the place 
of “trust busting.” Tax reductions have 
been compatible with Treasury receipts and 
requirements. “Pork barrels” are not so 
juicy as in former years. In addition to tax 
reductions and repeals, the Government 
debt has been reduced in the last eight years 
from the peak of $26,596,000,000 to $18,- 
112,500,000. Treasury financing and re- 
funding operations have been magnificent 
under the skillful guidance of Secretary 
Mellon. Business and commercial methods 


GOVERNING BOARD OF THE PAN AMERICAN UNION WHICH FOSTERS DIPLOMATIC AND ECONOMIC 
RELATIONS BETWEEN THE UNITED STATES AND LATIN-AMERICAN COUNTRIES 


This Board, the membership of which is composed of Ministers of South and Central Ameri- 


can Republics, met recently at Washington with Secretary of State Kellogg (seated 
foreground) presiding. 
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have developed new objectives of standard- 
ization and efficiency under the able direc- 
tion of Secretary of Commerce Hoover. 

While there is good ground for honest 
difference of opinion as to foreign policy, 
particularly as regards rejection of over- 
tures to join in the World Court, as well 
as political solutions in Europe as embodied 
in the Locarno Conference, there can be no 
doubt that President Coolidge has observed 
an isolation which commands strong support 
at home, if not abroad. As contrasted with 
dictatorships and Communistic trends in 
Europe, the American people have every 
reason to regard their domestic and inter- 
national relationships with complacency. 
Uncompromising refusal to have anything 
to do with the Bolshevist cabal in Moscow 
has been more than justified by the course 
of events. The nearest approach to radical- 
ism in this country, outside of aliens and 
the habitually discontented in our popula- 
tion, namely the Progressive bloc in Con- 
gress, seems to have been whittled down to 
a heckling minority. 

President Coolidge in his forthcoming 
message to Congress will doubtless stress 
favorable features of business cooperation, 
government economies and tax reduction. 
He is also expected to recommend a com- 
promise measure on farm relief and renew 
his advocacy for repeal of the Federal Es- 
tate and nuisance taxes. Mississippi flood 
control is also scheduled for attention. Busi- 
ness interests are likewise concerned in 
recommendations for legislative action au- 
thorizing voluntary consolidation by rail- 
roads and a more vigorous merchant marine 
policy under private enterprise. 
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BATTLE ROYAL FOR REPEAL 
OF ESTATE TAX 


RTILLERY of every calibre is being 
IN massed for the approaching battle 

in Congress on federal tax reduction 
and revision. Hearings before House Ways 
and Means Committee unfortunately indi- 
cate that presidential campaign strategy 
will color the final decisions. <A bitter fight 
will center on repeal of the Federal Estate 
Tax, with the Administration, Secretary 
Mellon, the National Council of State 
Legislatures as well as numerous represen- 
tative business and banking organizations 
lined up in demanding the Federal Gover- 


ment withdraw from the field of estate 
taxation. The impression prevails at Wash- 
ington that Congress will not act for repeal. 
Advocates of repeal are nevertheless de- 
termined to wage a vigorous battle in the 
belief that if this Congress does not repeal 
the Estate Tax now it will become a per- 
manent policy of federal taxation. 

Prospect for total tax reductions to be 
authorized is in the neighborhood of $300,- 
000,000. There is assurance that the tax 
on corporation incomes will be reduced 
from present 13% per cent to at least 12 
per cent; that a readjustment will be made 
of surtax rates on intermediate brackets 
between incomes of $18,000 and $70,000; 
and that administrative changes recom- 
mended by the Joint Congressional Com- 
mittee will be approved. 


It is of special interest to note that the 
House Committee report will recommend re- 
storing the basis for determining loss or 
gain on sale of property by executor or ad- 
ministrator to accord with the previous 
ruling of the Treasury Department making 
clear the intent of Congress that the basis 
for determining gain or loss from sale of 
decedent’s property should be the value 
on the date of his death and not cost to the 
decedent. Other approved recommenda- 
tions in the report deals with deductions on 
account of estate taxes paid to the states 
and provisions against reopening of tax 
decisions. The Committee has also ap- 
proved exemption from tax of income de- 
rived from American bankers’ acceptances 
puchased and held by foreign central banks. 

The House Committee also received 
briefs and heard arguments from the Amer- 
ican Bankers Association and representa- 
tives of the Trust Company Division rela- 
tive to needed revisions governing fiduciary 
property and income. These include rec- 
omendations for repeal of Sections 219 (g) 
and (h) taxing income of revocable and 
certain other trusts to the grantor thereof; 
amending Section 204 (a) and (5) so as to 
make clear that the basis for determining 
gain or loss on sale by executor applies to 
sales by executors and administrators; 
amending tax on capital gains deductions 
for losses; amending Sections 214 (a) and 
215 (b) relating to depreciation of property 
held in trust and amendments relating to 
returns for non-resident aliens. 
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A NATIONAL FIDUCIARIES 
ASSOCIATION 

feeniiE growth and success of corporate 
i. fiduciary associations in many cities, 
—— @nabling executives of banks as well 
as trust companies who are interested in 
sound fiduciary administration and develop- 
ment, to maintain contact and affect mutual 
solutions gives logical substance to the 
need for a National Fiduciaries Association. 
Such organization should not be regarded 
as a withdrawal of interest in the splendid 
work of the American Bankers Association, 
or as a gesture of protest in anticipation of 
a movement to reorganize that Association 
on departmental or functional lines. The 
resolution adopted at the closing session of 
the recent American Bankers Association, 
authorizing appointment of a special com- 
mittee to consider and report on the func- 
tional line and doing away with the present 
system of Divisions and Sections, represents 
a movement in the interest of administra- 
tive efficiency which is consistent with mod - 
ern tendency. Those who control the poli- 
cies of the American Bankers Association 
have a right to seek after and introduce such 


administrative improvements. Nor does 


ee 


COMPANIES 


547 


this move invalidate the right of those who 
are zealous to maintain the highest prin- 
ciples of fiduciary administration and those 
worth while traditions and friendships fos- 
tered through the Trust Company Division, 
to seek means of preserving such values. 
With all due respect to the American 
Bankers Association and its honest and 
constructive purpose, it remains to be said 
that there is a line of demarcation between 
banking and trust business which should be 
more firmly emphasized than ever before. 
Of late years there has been a tendency, im- 
perilling the very foundation upon which 
corporate fiduciary business has been built 
to such large and successful proportions of 
service, which attempts to detract from the 
dignity, the responsibility and the great 
sphere of usefulness which is inherent in 
trust department work. Those who have 
been many years in the arena, who have 
learned and appreciate the sacred and re- 
sponsible character of trusteeship in all its 
individual and corporate relations, are glad 
to impart the benefit of their experience to 
others who are new to the work and con- 
scientious in their desire to gain and apply 
such information. There is also a personal 
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OFFICIALS OF NATIONAL COUNCIL OF 
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STATE LEGISLATURES VISIT PRESIDENT COOLIDGE 


The members of this Council, representing the legislatures of 27 states recently appeared 
before the House Ways and Means Committee to demand repeal of Federal Estate Tax and 
to protest against invasion of “State rights.” 
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asset of inestimable value, based on years 
of fine friendship and fraternity, which has 
grown out of the activities and annual 
meetings of the Trust Company Division 
of the American Bankers Association. It 
finds its reflex in the many Corporate Fidu- 
ciary Associations which now function ~ 
usefully in many cities. Quite naturally, i 

the Trust Company Division is Abolished, 
together with other Divisions at A. B. A. 
headquarters, this personal element, so in- 
fluential in fostering the highest standards 
of trust service during the last thirty years, 
is bound to be lost or, at least, submerged. 
Regarded then purely from the standpoint 
of sound principle and betterment of service 
in corporate trusteeship, the proposition to 
organize a National Fiduciaries Association 
is a step to which all trust men may ad- 
dress themselves without any sacrifice of 


allegiance or benefits derived from member- 
ship in the American Bankers Association. 
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NOTABLE TRUST COMPANY 
APPOINTMENTS 


OT so many years ago it was the ex- 
ception for men of large wealth or es- 
tates to name trust companies as 
executors and trustees in their wills. Now 
it has become the rule, as evidenced by nu- 
merous recent appointments. The late 
Elbert H. Gary, chairman of the U. S. Steel 
Corporation, named the New York Trust 
Company as executor and trustee of his es- 
tate. The late Francis L. Hine of the First 
National Bank of New York, names that 
bank in association with a son and step- 
son, leaving an estate estimated at 50 mil- 
lions. Col. Washington A. Roebling, builder 
of the Brooklyn Bridge, who died recently, 
appoints the Trenton Trust Company as 
executor of an estate inventoried at over 
24 millions. The Central Union Trust Com- 
pany of New York appears as executor un- 
der the will of the late Fred L. Lavanburg, 
leaving an estate of four millions. The same 
trust company is named co-executor in the 
will of the late Harry Arnold Daly, a re- 
tired stock broker, who left a large estate, 
and authority is also conveyed to executors 
and trustees of the estate of the late James 
Cox Brady, financier and industrial organ- 
izer, to select the Central Union Trust Com- 
pany of which he was a trustee. 
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COMMAND OF FORTY BILLION 
BANKING AND TRUST FUNDS 


OW important a place the trust com- 
panies of the United States occupy 

in the financial and economic struc- 
tures of the nation may be gleaned from 
the latest compilations showing combined 
banking resources of $20,481,182,738, exclu- 
sive of trust fund holdings, including estate 
property under administration, aggregating 
at a conservative figure over 20 billions of 
dollars. While this aggregate of 40 bil- 
lions of banking and trust funds is sufficient- 
ly impressive as evidencing public faith in 
trust company management, it fails to con- 
vey the vast responsibility and fiduciary 
protection provided by these institutions as 
trustee under corporate mortgages, as regis- 
trar and transfer agent, custodian of securi- 
ties, depositaries for sinking funds and safe- 
keeping of securities. Accepting latest 
estimates of national wealth as amounting 
to 420 billions of dollars and annual income 
of 90 billions, it does not seem an exagger- 
ation to say that trust companies, in their 
manifold departmental activities exercise 
banking and fiduciary protection over more 
than one-fourth of the individual and cor- 
porate wealth of the country. 

Such immense figures are likely to lead 
to misinterpretations and fear of concen- 
tration of wealth unless the functions and 
operations of trust companies, particularly 
in their trust relations, are fully understood. 
Modern society and the complexities of 
corporate financing demand fiduciary pro- 
tection more and more as a matter of safe- 
guarding the interests of the public and of 
security holders. To say, for example, that 
trust companies have over 20 billions of 
estate and trust funds under administra- 
tion is a far cry from assuming that they 
control such wealth. The individual is no 
longer in position to provide the service and 
safeguards which estates and corporations 
require because of human limitations and 
the need of specialization in management, 
in investments, adjustment of taxation and 
numerous other requisites. But for the 
protective devices inherent in various forms 
of trusteeship there would be incalculable 
wastage and incompetency in managing 
estates, in administering different types of 
living trusts and in enforcing corporations 
to live up to the terms of their obligations. 
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TRUST COMPANIES AND THE 
McFADDEN ACT 


LSWHERE in this issue of Trust 
E COMPANIES there appear statistics 


showing the growth of the trust com- 
panies during the last twenty-five years, 
based upon the annual compilations issued 
by the United States Mortgage & Trust 
Company of New York. 

It is significant that trust company 
progress has not been interrupted by the 
operation of the McFadden amendments or 
the conversion of a number of trust com- 
panies into national banks, particularly in 
California, where two large aggregations 
have been shifted from the state banking 
into the national column. During the year 
ended June 30 last, the trust companies 
registered an increase of $1,145,000,000 in 
resources and of $840,000,000 deposits. Ten 
years ago, in 1917, the trust companies had 
resources Of $8,958,000,000, as compared 
with the latest total of twenty and a half 
billions. In 1903 there were 912 trust com- 


panies with resources of $2,910,000,000. 
Since then combined capital has increased 
from $317,000,000 to $1,161,000,000; sur- 
plus and undivided profits from $362,000,- 


000 to $1,516,000,000, and deposits from 
a little more than two billions to $16,824,- 
000,000. It is interesting to note that 75 
per cent of total resources are held by trust 
companies in New York, Pennsylvania, 
Illinois, Ohio, California and New Jersey. 

From the fiduciary standpoint the trust 
companies are growing more rapidly than 
in their banking operations. In Pennsyl- 
vania alone, the trust companies have 
banking resources of $2,500,000,000, with 
trust funds of $3,215,000,000, and corporate 
trusts of $5,864,000,000. 

Including national and state banks, there 
are now over 5000 institutions exercising 
trust powers. The progress of national 
banks in this field is indicated by Federal 
Reserve figures showing that at the begin- 
ning of this year there were 2,103 national 
banks actively handling trust business with 
individual trust assets of $1,028,000,000 and 
over two billions of corporate trusts. With 
life insurance and trust department people 
actively cooperating and living trusts ac- 
quiring increased recognition, it is evident 
that there is ample latitude for whole- 
some competition. 
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FIGHT AGAINST TREASURY 
RULING ON ESTATE TAX 


OUNSEL for the Bankers Trust Com- 
pany of New York, as executor of 

the last will and testament of Mary 
B. Brower, deceased, recently submitted 
brief and arguments before Judge Thacher 
of the District Court of the United States 
for the southern district of New York, 
questioning the constitutionality of the 
Treasury ruling which reversed previous 
procedure and provides that when an execu- 
tor disposes of property of an estate the 
taxable profit shall be the difference be- 
tween cost to the decedent and what is 
obtained therefor. This test case is one 
of great importance to all banks and trust 
companies as executors and administrators, 
inasmuch as the decision affects the tax 
liability of the great majority of estates 
which have rendered returns since 1913. 

The comprehensive brief by White & 
Case as attorneys for the Bankers Trust 
Company was submitted to the District 
Court in opposition to a motion of the 
defendant in the suit, Frank K. Bowers, as 
Collector of Internal Revenue, to dismiss 
the complaint brought by the trust com- 
pany as executor of the Brower estate. The 
brief sets forth that the plaintiff, as execu- 
tor, filed an income tax return in March, 
1927, reporting net income of estate for the 
year 1926 and paid the tax shown due in 
the return. The gross income of the estate, 
as so reported, included profits from the 
sale of certain bonds and real estate, which 
were purchased by the decedent subsequent 
to March 1, 1913, and were acquired by 
plaintiff as a part of her estate. Plaintiff, 
in its return, reported such profits as the 
difference between the sale price of the 
respective properties and their value on 
the date of the decedent’s death. 

Plaintiff was thereafter assessed and paid 
an additional tax for the year 1926 amount- 
ing to $26.40. Such additional tax resulted 
solely from computing the profit on the 
sale of the bonds and real estate referred 
to in the preceding paragraph on the basis 
of their cost to the decedent. Plaintiff’s 
claim for the refund of the additional tax 
was rejected by the Commissioner of In- 
ternal Revenue. 

Counsel for Bankers Trust Company 
contend that the sole question involved is 
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the proper basis, under the Revenue Act 
of 1926, for determining the taxable profit 
derived upon the sale, during the period of 
administration or settlement of an estate, 
of property of the estate acquired by the 
executor upon the decedent’s death. De- 
fendant avers that the basis is the cost of 
the property to the decedent, and plaintiff 
maintains that the basis is the value at the 
time of its acquisition by the executor, 
namely, on the date of decedent’s death. 
The sole issues therefore are: 

(1) Does the Revenue Act require an 
executor to compute taxable profit upon 
the sale of property of the estate during 
the period of administration, upon the basis 
which would have been applicable had the 
property been sold by the decedent ? 

If so, is such requirement constitu- 
tional ? 

The brief emphasizes the grave impor- 
tance of the issues, because of the fact that 
from the enactment of the Revenue Act of 
1913 to April 6, 1927, the Internal Revenue 
Commissioner has consistently computed 
the tax liability of estates upon the basis 
for which the plaintiff contends. On the 
latter date the Commissioner amended 
regulations which reversed this procedure. 
It is set forth that if the amended regula- 
tions are correct, the tax liability of most 
estates since 1913 has been incorrectly 
computed. Most of these estates have been 
settled and completely distributed among 
beneficiaries, thus leaving the executors or 
administrators without funds with which to 
pay additional taxes. In numerous cases 
the fiduciaries do not know, nor can they 
ascertain, cost of estate property to de- 
cedent. The brief develops the points that 
an estate is a separate taxable entity and 
its tax liability must be determined on that 
basis; that the basis of an executor for 
computing profit or loss on the sale of 
property acquired from a decedent is the 
value of the property when acquired by the 
executor, and that the weight of sound 
legislative and judicial authority supports 
the plaintiff’s construction. 

Aside from the prospect of a favorable de- 
cision in this case there is practical assur- 
ance from Washington that Congress will 
approve the recommendation that the pre- 
vious ruling of the Treasury Department 
shall be restored in the new tax laws to pro- 
vide that estate tax liability shall be the value 
at the time of its aquisition by the executor. 


ANNUAL MEETING OF TRUST 
COMPANY DIVISION 


HE broader fields of usefulness and 
new problems of administration en- 
tering into the performance of fidu- 

ciary service find their reflection in the work 
of standing and special committees of the 
Trust Company Division of the American 
Bankers Association, which held its thirty- 
second annual meeting at Houston, Texas, 
during the week of the American Bankers 
Association convention. As the result of 
years of painstaken labor and compound- 
ing mature experience, the Committee on 
Costs and Charges is completing its report, 
which will doubtless serve as a basis for 
greater standardization of fees for various 
types of individual and corporate trust 
work. 

The need of reasonable and adequate ad- 
justments has been accentuated by the 
fact that during the past few years not less 
than three thousand banks and trust com- 
panies have embarked upon such respon- 
sible functions. 

Another valuable report is that of the 
Committee on Review and Survey of Trust 
Securities. It is estimated that trust com- 
panies and fiduciary banks now have cus- 
tody of not less than twenty billions of trust 
and estate funds. The tremendous task and 
responsibilities of conserving such large vol- 
ume of trust investments, together with the 
complexities of a great variety of invest- 
ments, render essential the best methods, 
developed by experience, in constantly re- 
viewing and surveying trust securities. 
Likewise, the Committee on Research has 
rendered invaluable services in compiling 
reports on various practical phases of trust 
service, predicated upon answers to nation- 
wide questionnaires. The opportunities for 
more intensive research in trust work justi- 
fies the membership of the Trust Company 
Division in providing needed funds to carry 
on the committee’s efforts. 

Due to committee activities, the past 
year has also witnessed excellent progress 
in fostering the most efficient methods for 
stimulating public interest as well as ad- 
ministration of life insurance trusts; in cul- 
tivating steadily improving cooperative re- 
lationships with members of the legal pro- 
fession; in shaping efficient publicity poli- 
cies; in securing protective laws within the 
various states; in opposing ill-advised laws 
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affecting trust companies; in setting forth 
fiduciary requirements as to federal tax 
legislation, and helping to bring about en- 
lightened relations in staff organization. 

At the recent annual meeting of the 
Trust Company Division, two topics of 
timely interest were those relating to “In- 
vestment Trusts’ and “Pooling Trust In- 
vestments.”’ Edgar Lawrence Smith, who 
handled the subject of Investment Trusts 
in masterly style, made the point that, 
while this type of trust performs valuable 
service to the investing public, it is also 
attended with opportunities for irrespon- 
sible financing and organization which trust 
companies can help to discourage. As to 
the suggestion for pooling trust investments 
in a common fund, the conclusions pre- 
sented in the paper by Mr. Roseberry were 
sufficiently convincing that such plan is 
violative of best practice. 
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TRUST DIVISION PROTESTS 
AGAINST DIVERSION OF 
TRUSTEESHIP FUNCTIONS 
a: Trust Company Division of the 
American Bankers Association ren- 
dered a public service to investment 


interests in adopting a resolution at the last 


annual meeting, protesting against the 
growing and dangerous practice in the issue 
of corporate bonds of naming as the deposi- 
tary for interest, sinking fund and principal 
payments, an agent other than tke trustee 
or a disinterested trust company or fidu- 
ciary bank. With the vast amount of se- 
curities floated and the great increase in 
number of investors, the investing public 
has a right to demand that the functions of 
underwriter and of trustee shall be kept 
separate. Mingling of the funds of private 
banking houses with such trust funds is not 
only contrary to the fundamental require- 
ments of trusteeship, but an imposition upon 
investors. This has already been sufficiently 
demonstrated by the failure of a number of 
real estate mortgage firms, with bonds dis- 
tributed all over the land, where interest, 
dividend and sinking funds were lost be- 
cause of absence of trusteeship. 

It is hoped that the Investment Bankers 
Association, to whom a copy of the reso- 
lution adopted at Houston is officially ad- 
dressed, will take due action, and especially 
that larger private banking houses will set 
a commendable example. 
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ONE-SIDED LIFE INSURANCE 
TRUST COOPERATION 


IFE insurance companies which have 
and will continue to profit in ever- 
larger measure from the creation of 
life insurance trusts have not yet manifested 
that degree of cooperation and support of 
the movement which has come vigorously 
and generously from banks and trust 
companies. Many thousands of dollars 
have been appropriated by trust companies 
to advertise, to print booklets and pay 
special solicitors to impress upon the pub- 
lic the inherent value of life insurance trust 
conservation of life insurance proceeds. The 
life insurance companies, on the other hand, 
with the exception of two or three progres- 
sive and farsighted institutions, have re- 
mained mute on the subject so far as their 
advertising is concerned. Meetings held 
in many cities to cultivate teamwork and 
the cooperative spirit among trust men and 
life underwriters have been initiated and 
expenses paid for mostly by the trust com- 
panies. 
It is time for the big life insurance com- 
panies to prove their sincerity and appreci- 
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British war-time Chancellor of the Exchequer and now 
head of the Midland Bank, Ltd., of London, who recently 
visited leading financial centers in this country 
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ation. They must enter the movement in a 
broad way, instead of having lurking fears 
that the trusteeing of insurance proceeds 
will deprive them of command of insurance 
funds. The great benefits and increase of 
business bound to come to insurance com- 
panies will far offset any such diversion 
of proceeds into trusts. More to the point 
is the duty of life insurance companies to 
their policy holders to give every possible 
encouragement to trust conservation of life 
insurance income. 

Edward A. Woods, chairman of the Na- 
tional Association of Life Underwriters’ 
committee on cooperation with trust com- 
panies, gives expression to this viewpoint 
in his report at the recent annual meeting. 
He even goes further and warns against 
a questionable practice, as follows: 

“There have been a few cases where life 
underwriters have been so short-sighted as 
to request trust companies to pay for busi- 
ness brought to the trust company. This, 
obviously, is a most needless blunder. If 
life underwriters are to be paid for bringing 
trust companies business, it will naturally 
follow that trust companies would expect 
to be compensated for aiding life under- 
writers. Nothing could be a greater mis- 


take than for such a condition of affairs 
to be brought to pass.” 
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REMARKABLE INCREASE IN 
SCHOOL SAVINGS 


NE of the gratifying developments 
emphasized at the Houston conven- 
tion was the remarkable increase in 

school savings. Nearly four million pupils 
in the schools of the country are partici- 
pating with savings deposits of almost 
twenty-four million dollars. Within the 
past seven years the number of schools re- 
porting savings facilities has increased from 
2,736 to 12,678, and number of enrolled 
purpils from 1,015,653 to 4,658,156. In 
Pennsylvania, school savings are in excess 
of four millions; in New York over three 
millions, and with other leading states, in- 
cluding California, Connecticut, Illinois, 
Indiana, Massachusetts, Michigan, Minne- 
sota, New Jersey, Wisconsin and Ohio. 
This is truly a movement which deserves 
the whole-hearted attention of bankers as 
bearing promise of a rich harvest in years 
to come. 
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KEYNOTES AT AMERICAN 
BANKERS ASSOCIATION 
CONVENTION 

NSTEAD of ranging far afield in 

controversial, political or academic 

pastures, the proceedings of the 
fifty-third annual convention of the Amer- 
ican Bankers Association -at Houston, 
Texas, were wisely directed toward prac- 
tical problems of administration, integrity 
and enforcement of sound policies in Amer- 
ican banking. With a large representation 
among delegates from smaller country 
banks and from agricultural regions, it was 
obvious that the subject of bank failures 
and the expansion of cooperative principles, 
such as embodied in clearing house super- 
vision, county or local organizations and 
credit bureaus, should have commanded 
major attention. Unmistakably, there was 
a strong undercurrent of conviction that 
in view of the fatalities among smaller 
banks and the encroachments of branch 
banking and tendencies toward consolida- 
tion into larger units, renders perilous the 
position of the so-called ‘“‘independent”’ 
banks, rendering necessary more or less 
heroic measures of preservation. 

Among other things, the Houston con- 
vention served a timely and useful purpose 
in giving emphatic accent to the fact that 
the best banking sentiment of the country 
is opposed to any attack upon the Federal 
Reserve System, and that such defects 
as may have been revealed as well as ques- 
tion of authority over initiating official re- 
discount rates, are matters that affect purely 
administration and will yield to open- 
minded discussion between Federal Reserve 
authorities and matured banking counsel. 
As to the status of branch banking under 
the provision of the McFadden amend- 
ments and the revised National Banking 
Act, there appears acceptance of the view- 
point that not legislation but economic ele- 
ments will exert the decisive influence as 
to future developments. Nothing could be 
more wholesome to American banking in 
general than to throw fear into the hearts 
of those responsible for loose banking 
methods or lax supervision than the knowl- 
edge that unless they put their houses in 
order they must abide by the verdict of 
survival of the fittest. 

Revolutionary changes in the structure, 
in administration and composition of Amer- 
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ican banking are now at work with the ob- 
jectives as yet hazily defined. In the midst 
of such changes and uncertainties there is 
only one safe course for banks and trust 
companies to pursue, whether large or 
small, in big city or country hamlet, and 
that is diligent observance of age-old tests 
as regards management, employment of 
credit resources, staff relations and rejec- 
tion of vicious practices which have crept 
into American banking as a consequence 
of unhealthy competition and craving for 
big profits or totals at the cost of conserva- 
tism and of development of profitable 
accounts. 

The discussions at the Houston conven- 
tion relative to clearing house examination, 
interchange of credit information and en- 
forcement of more strict requirements as 
to minimum capital, granting of new char- 
ters, and responsibility on the part of execu- 
tives as well as supervisory authorities, 
fortunately reveals a definite trend toward 
improvement. The experiment at Fremont, 
Nebraska, in co-ordinating clearing house, 
credit bureau and official supervision marks 
a further step in this direction. But much 
hard work remains to be accomplished. 
According to the latest figures of banking 


suspensions published by the Federal Re- 
serve Board, there were 526 bank suspen- 
sions during the first nine months of this 
year as compared with 598 during the same 


period last year. This toll is still far too 
high for comfort and casts reflection upon 
both the federal and state systems in 
view of the fact that 102 of the suspen- 
sions were among member banks in the 
Federal Reserve System as compared with 
424 non-members, with total deposit lia- 
bilities of nearly two hundred millions of 
dollars. 

The best piece of work at the Houston 
convention was the report of the Economic 
Policy Commission dealing with causes and 
cures for bank suspensions. Resolutions 
adopted by the convention dealt with agri- 
cultural improvement, reduction of federal 
income tax on corporations; Mississippi 
flood control, and endorsement of recom- 
mendations for prevention of bank failures. 
Report on the educational Foundation Fund 
showed subscriptions within $60,000 of the 
half million goal. Protest was also voiced at 
the convention against the habit of bankers 
compromising with criminals as a means of 
restitution or avoidance of publicity. 
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LIVES OF SACRIFICE AND 
SERVICE 

EATH, in tragic garb, has claimed 
another commanding figure from 
among the assembly of masterly 
minds whose character, humanity and virile 
influence have shaped and guided the course 
of trust company development during the 
past half century. Last month it was a 
sorrowful task to record the death of Festus 
J. Wade, founder and president of the Mer- 
cantile Trust Company of St. Louis, whose 
rise from obscurity testified to a life of 
high ideals in private as well as public 
affairs. Since then, on the morning of 
October 29th, came the sad news of the 
death of Mr. and Mrs. John J. Mitchell 
as the result of a fatal automobile accident. 
Mr. Mitchell was dean of Chicago 
bankers and a pioneer in fostering trust 
service in that city and the Middle-West. 
Only last February he relinquished the ardu- 
ous duties of president of the Illinois Mer- 
chants Trust Company to enjoy relaxation 
after nearly half a century of unremitting 
service in directing the management of 
Chicago’s largest trust company and its 
predecessor, the Illinois Trust and Savings. 
The tragic end of the career of John J. 
Mitchell, following closely upon the death 


Thomas W. Lamont of J. P. Morgan & Co., 
photographed during his recent visit in 
Tokio, Japan. 
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of Festus J. Wade, brings to mind the heavy 
toll which the Grim Reaper has taken within 
recent years among eminent American 
financiers and leaders in the industrial 
world who, if not all immediately associated 
in business, were knit together by ties of 
friendship. Among the members of Mr. 
Mitchell’s own official family who have 
passed on, are the late Edmund D. Hulbert, 
who was to have assumed Mr. Mitchell’s 
duties as president and who died on the 
eve of the consolidation of the Illinois Trust 
& Savings Bank and the Merchants Loan 
and Trust Company in 1924; the late Ernest 
A. Hamil, who came to the Illinois Mer- 
chants Trust Company with the absorption 
of the Corn Exchange National Bank. 
Among other close friends claimed by 
death are James B. Forgan. Ralph Van 
Vechten, Victor F. Lawson, Judge Elbert 
H. Gary and J. Ogden Armour. 

The Illinois Merchants Trust Company 
and the three sons of the deceased are 
named as executors and trustees in the wills 
of Mr. Mitchell and of his wife. The total 
estate is estimated at $6,250,000, the bulk 
of which is divided among the five children 
in equal portions. A number of miscellan- 


eous bequests are made to relatives and 
faithful retainers with broad powers of ad- 


ministration to the trust company and co- 
executors and trustees. 

Quiet and modest, Mr. Mitchell was the 
type of American whose ideals and char- 
acter were expressed in actual achieve- 
ments. When it is recalled how unremit- 
tingly he labored, how generously and un- 
sparingly he gave his energies, his unerring 
judgment and rare talents not only to the 
upbuilding of his own institution, but also 
to the broader cultural and civic advance- 
ment of his city and as a director in im- 
portant financial and industrial corpora- 
tions, it may well be said that his life was 
one of sacrifice and unselfish service. 

oe & & 
ELIMINATION OF NATIONAL 
BANK NOTES 


amiHE National Bank Division of the 
T| American Bankers Association, at 
’ the recent annual meeting in Hous- 
ton, reiterated its protest against the an- 
nounced intention of the Treasury Depart- 
ment to eliminate national bank notes from 
circulation privilege with the retirement of 
outstanding U.S. 2 per cent consols, which 
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bear the circulation privilege, in 1930. 
Indicative of the attitude of the Treasury 
Department was the recent advice that the 
size of the currency and notes is to be re- 
duced to about four-fifths of present size. 
No mention is made, however, by the 
Treasury Department that such reduction 
will include national bank notes, and the 
National Bank Division adopted a resolu- 
tion opposing such plan unless the national 
bank notes are also reduced in size. The 
Division repeated its declaration in favor of 
national bank note circulation privileges as 
consistent with sound financial policy. 


BROADENING TRUSTEE AND 
SAVINGS INVESTMENTS 


FeesiHE New York legislature can no 
ge longer hesitate on any meritorious 
—— ground to delay giving relief to sav- 
ings banks and trustees regarding liberal- 
izing of laws governing admission of securi- 
ties legal for investment of savings and 
trust funds. The arguments in favor of the 
legalization of public utility bonds, includ- 
ing telephone, gas, electric light and power 
issues and of railroad equipment trust bonds, 
as well as bonds collaterally secured by 
bonds on the legal list, all subject to care- 
ful requirements, are incontestable. Not 
a single valid argument in opposition to such 
legislation was presented at the recent open 
hearings conducted by the joint legislative 
committee appointed at the last legislative 
session at Albany. 

In behalf of investment of trust funds, an 
able argument was presented to the com- 
mittee by Vice-president H. F. Wilson, Jr., 
of the Bankers Trust Company, who stressed 
the facts that retirement of eight billions of 
U. S. Government bonds during the last 
eight years, unprecedented expansion of 
life insurance assets, as well as the great 
expansion in savings and trust funds, have 
very substantially decreased investments 
available for savings banks and trustees, 
creating artificially high premiums and de- 
priving savings depositors as well as widows 
and dependents as beneficiaries of trusts of 
reasonable income. He also directed atten- 
tion to the fact that eighteen states have 
authorized trust fund investment in care- 
fully selected public utility bonds, whereas 
New York is still struggling with antiquated 
laws which militate against savings deposit- 
ors and trust beneficiaries. 











WHY SOCIALISM DOES NOT FLOURISH ON AMERICAN 
SOIL 
ECONOMIC REVOLUTION MAKES FOR DIFFUSION OF WEALTH, INDUSTRIAL 
FREEDOM AND EQUALITY OF OPPORTUNITY 


HON. HERBERT HOOVER 
Secretary of Commerce, Washington, D.C. 


(Epiror’s NOTE: 


A true democracy of ownership and mutuality of interests, impart- 


ing higher standards of living and new concepts to social and economic development, as 


the concomitants of the new spirit of cooperation in 


business and industrial manage- 


ment, diffusion of stock ownership and mass production—that is the glowing picture which 
Secretary Hoover portrays in discussing recent major tendencies in this country. America 


is giving accent to a new world philosophy. 


Instead of deadening the soul of man, 


blighting individual initiative or opportunity and dispelling brotherhood, there appear as 
fruits of the present intensive age of mechanical production and standardization, the 


impelling motive of public service, broader cultural opportunities and 


with labor and 


capital working in cooperation rather than hostility.) 


HERE looms up in America more 

clearly from day to day a new rela- 

tionship in industry and a new form 
of social organization which differ widely 
from Old World ideals and conceptions. We 
learn that mass-production industries do not 
necessarily imply trusts and monopolies or 
single ownership. Through wider diffusion 
of wealth, increasing standards of living and 
scientific development of powerful tools of 
production and distribution and through 
concepts of organization 
and of labor, we are gradually adjusting the 
industrial system to instincts of industrial 
freedom and equality of opportunity. 

Our system is not perfect and 
never will be so long as it remains dynamic 
With new inventions, new and 
broader vision of men and management. The 
task is to support the American system at 
all points where it brings benefit to our 
people at large and to correct it at every 
point where it is making for error of weak- 
ness. But we are a long way to new goals. 
There is the marked change during the past 
quarter of a century in the attitude of em- 
ployers and employees toward and 
conditions of labor, especially in the larger 
units of production and service and the 
larger trade unions. 

The very great production is 
high wages and low prices, depending upon 
a widening range of consumption from high 
real wages and increasing standards of liy- 
ing. There is no doubt that labor has al- 
Ways accepted the dictum of high wage, but 


changing business 


economic 


discoveries 


waces 


essence of 


labor has gradually come to realize that 
unrestricted individual effort, use of ma- 
chinery to the utmost and elimination of 
every waste in production are the only 
secure and durable foundations upon which 
a high real wage can be builded, because 
the greater the production the greater the 
quantity to divide. 


Urge Toward Labor Saving Devices and 
Administrative Efficiency 


Instead of resorting to wage reductions 
in time of pressure, the majority of employ- 
ers turn to labor-saving machinery, to con- 
stant search for better processes and better 
administrative methods. The pressure of 
high wages in turn is forcing labor-saving 
devices and improved administration to an 
extent which ofttimes reduces labor costs per 
unit of production below those of cheaper 
labor abroad. Profound proof of this lies 
in the great increase in the use of mechan- 
ical and electrical power. We have domesti- 
cated some 68 billion kilowatt hours annu- 
ally as against some 2.5 billions twenty-five 
years ago. While we have increased manu- 
facturing employees 65 per cent in the last 
quarter of a century, we have increased pro- 
ductivity in a quantity basis in the neigh- 
borhood of 170 per cent. From savings made 
by greater efficiency in production and time 
saved from other occupations, we have ob- 
tained the benefits of higher standards of 
living, the automobile, good roads, movies, 
the radio, phonograph and other things. 

Some people feel that we are deadening 
the soul of man by machine production and 
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Standardization. Without attempting to go 
into that question it may be observed that 
standardized automobiles, telephones, bath- 
tubs, electric lights, radios and With more 
hours for leisure and recreation have made 
for a fuller life and more individuality. The 
cumulative value of intensified education, 
both elementary and higher, among Ameri- 
can youth is immeasurable. We have multi- 
plied our students in institutions of higher 
learning; we have increased technical per- 
sonnel in every avenue of production and 
distribution upon a scale vastly larger than 
any other nation and the expert has be- 
come a mark of esteem rather than of de- 
rision. We are reaping the benefits of many 
industrial research laboratories, ceaselessly 
searching for invention and economies. 


Diffusion of Wealth and Earnings 

Socialism has no place with us. Concen- 
tration of wealth and control of large units 
have yielded to forces making for 
diffusion of wealth and 
mutualization in business. The whole move- 
ment of trade associations and for 
Standards and simplified products is a move- 
ment of protection to the smaller unit from 
extinction by the gigantic unit giving to 
them the essential possibilties of mass pro- 
duction. Obviously we do not want units so 
big or controls so wide that they become a 
menace to the public or destroy individual 
initiative or equality of opportunities. The 
real question with regard to a unit is 
whether it is subjected to effective competi- 
tion, not the size of it. We need thoughtful 
consideration as to how to maintain real 
competition instead of legalistic formule: 
how to substitute constructive for destruc- 
tive competition, weighing the whole process 
of combination solely in the seales of 
interest. 


sreater 
property and for 


our 


public 


The original conception in anti-trust and 
similar legislation seems to have been to 
maintain a great host of highly competitive 
units in every trade. By degrees we have 
been retreating from this notion because the 
competition it required became at times 
highly destructive. We learned that to 
maintain complete competition, for example, 
to each consumer in the utilities, such as 
transportation, light, power and communi 
cations, meant great cost of duplication of 
equipment, léss financial Stability, 
operating expenses, poorer service 
creased rates to the consumer. 


increased 
and in- 
A consider- 


able element of direct or indirect competition 
still exists and must be continued through 
alternate services that can in a large sense 


be made available—other railways, other 
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forms of power, of light, ete.—so that th: 
stimulus to improvement is stil] held. When 
we deliberately clothe industry with the 
security of part-monopoly, neither the in 
dustry nor the public disputes the necessity 
of full control of rates, service and 
by governmental agencies, 

I believe strongly that full constructive 
competition must be preserved in the manu 
facture and distribution of commodities. The 
virility and Strength of our whole economic 
System springs from spontaneous enterprise 
and the stimulation of competition, giving 
impulse to invention and improvement. But 
competition does not necessarily imply de 
structive competition: it does imply that 
we must maintain a_ sufficient number of 
independent units in any given industry to 
assure us that the fundamental competition 
is sustained. 


finance 


New Concepts of Business Management 

The concept of organization of 
half a century was that management 
was controlled by the owners. But in cer- 
tain very important groups the ownership 
has much diminished in its domination over 
policies of management with a consequent 
material shift in the relative pressures be- 
tween the separate interests of owner, cus 
tomer and laborer. Mutualization, diffusion 
of stock into multitudes of inert holders and 
governmental limitations of profits in cer 
tain industries have all contributed to this 
change. The concerns which have developed 
into this setting fall into three important 
groups. the mutualized financial institu- 
tions, the public utilities and a group of 
certain older established manufacturing and 
distributing organizations. In 


business 


ago 


these groups 
the managers tend more and more to evolve 
out of their own staffs, and leadership tends 
strongly to pass from owners to professional 
managers, who have but little participation 
in ownership. There is no longer so domi 
hunt a pressure for profits to owners 
the incidence of pressure turns, at 
some degree, to division with work 
ers and after provision of the 
minimum rate of earnings upon which capi 
tal can be commanded on the market. 

It is worth noting that these three groups 
constitute a considerable fraction of the 
whole private property of the nation. The 
stockholders, or policy holders. or other 
owners in sroups actually exercise 
little authority over management and thus 
leadership has shifted somewhat from the 
owners to the The latter arise 
mostly by promotions from among their 
skilled administrative staffs. With lessened 
pressure to enlarge profits, the tendency is 


and 
least in 
larger 
customers, 


these 


managers, 
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o compromise the possible earnings by larger 
vages and lower prices of rates to the con 
sumer. This has in some cases brought the 
surprising result of decreased prices in the 
face of increased demand and maintained 
high wages in the face of surplus labor. It 
has also induced more liberal expenditures 
in scientific research. I do not wish to place 
universal in all the in- 
dividual units of these groups but the trend 
of dispersion is shown from the 
total number of 


these tendencies as 
rapid in 
crease in the corporate 
stockholders. 


Federal Reserve Assures 
Stability 

There are other phases of 

ment, 


Greater 


such develop 
One is the steady growth of a 
profession of administration. An- 
other strong advance has been the increasing 
stability of credit. One of the terrors of 
and industry formerly was that 
variety of slump which was attributable to 
inflexibility of currency aad credit or 
malign influence 
and 
Federal 


new 
business 


commerce 


from 
upon credit of overexpan 
speculation. The creation of the 
Reserve System has contributed 
greatly to reduce these storms and uncertain- 
ties. In addition to flexibility given to cur- 
and credit, the System has greatly 
minimized former disturbances due to the 
necessity of ciearing through a few financial 


sion 


rency 
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centers. 
in the 


growth of 
has to a 


The investment capital 
West considerable degree 
freed western business from dependence upon 
the East for new capital resources. Not so 
many years ago practically all industry bor- 
rowed money from banks with which to 
finance its raw materials and conversion and 
the credits which it must extend to cus- 
Today, a considerable portion of in 
finances its entire working capital 
from its own resources, giving more stability 
to production, consumption and employment. 


tomers. 
dustry 


Higher Sense of Cooperation in Business and 
Industry 


Another marked 
growth of a 
the whole 
vast 


tendency is the notable 
uigher sense of cooperation in 
community. There 


growth of associational 


been a 
activities such 
as chambers of commerce, trade associations, 


has 


professional associations, labor unions, trade 
councils, civie associations, farmers’ coopera- 
tive associations and others. They all repre- 
sent a vast ferment of coopera- 
tion, the majority recognizing a responsibil- 
ity to the public as well as to their own in- 
terests. They represent a definite movement 
toward more efficient and more ethical busi- 
ness practice and a better synchronizing of 
the parts of the economic machine. 


conscious 


(Continued on page 699) 


“Bic Four” OF THE AMERICAN BANKERS ASSOCIATION AT THE ANNUAL CONVENTION AT 
Houston, TEXAS 
From left to right: Thomas R. Preston of Chattanooga, the newly elected president; Melvin 
A. Traylor of Chicago, the retiring president; F. N. Shepherd, executive manager, and Craig B. 
Hazlewood of the Union Trust Company of Chicago, elected second vice-president of the 
Association. 
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SUGGESTED AMENDMENTS TO FEDERAL INCOME AND 
ESTATE TAX LAWS AFFECTING FIDUCIARY 
ADMINISTRATION 


EQUITABLE DETERMINATION OF TAXABLE BASIS OF ESTATES, CAPITAL GAINS 
AND LOSSES, DEPRECIATION AND ABATEMENTS 


JOHN M. MURPHY 
Assistant Treasurer, Guaranty Trust Company of New York 


(Epiror’s Nore: This article embodying the substance of arguments and briefs 
recently submitted to the Joint Congressional Committee and the House Ways and Means 
Committee, deals with suggested amendments to the Federal Income and Estate Tax 
laws as they particularly relute to fiduciary administration and computation of taxable 
basis of estates and trusts. Mr. Murphy appeared before the House Committee as repre- 
sentative of the Committee on Banking Institutions on Tagation, the membership of 
which consists of leading banks, trust companies and private banking firms of New 


York City.) 


SIDE from the advocacy of more 

fundamental changes in the federal 

tax laws, such as repeal of the Fed- 
eral Estate tax, the banks and trust com- 
panies are vitally interested in recommend- 
ing changes which affect administration and 
fiduciary responsibilities. Appointment of a 
Joint Congressional Committee and recent 
hearings conducted by the House Ways and 
Means Committee afforded banking and trust 
company interests, with other interests, op- 
portunity to submit suggestions based upon 
experience and designed to simplify proce- 
dure as well as protect equitable rights. 


Sales by Executors and Administrators 

Recommendations submitted by the Ameri- 
can Bankers Association and in which the 
Committee of Banking Institutions on Taxa- 
tion, composed of over forty national banks, 
trust companies, state banks and private 
banks in and around New York concur, in- 
cluding among other amendments of Section 
204 (a) (5) prescribing the basis for de- 
termining gain or loss from the sale of prop- 
erty left by a decedent. The recent amend- 
ment to article 343 of the Income Tax regu- 
lations changing the basis for determining 
gain or loss from the appraised value to the 
decedent’s cost in the case of the sale of 
property by the executors was the result of 
the McKinney decision. It is sufficient to 
say that, according to our understanding, the 
Treasury Department is not in sympathy 
with the result brought about by this de- 
cision and made the objectionable amend- 
ment to the regulations only to protect its 


own interests. There seems to be no doubt, 
however, that it was the intention of Con- 
gress that the basis for the determination of 
gain or loss from the sale of a decedent’s 
property should be the value on the date of 
his death and not the cost to the decedent. 

Other recommendations of prime interest 
to banks and trust companies as fiduciaries 
is the repeal of subdivisions (g) and (h) of 
Section 219 taxing income of certain trusts 
to the grantor, and the amendment of Sec- 
tions 277 (a) (4) and 313 (b) dealing with 
the winding up of the income and estate 
tax liability of decedents. 


Capital Gains and Losses 

Our committee has made recommendations 
with respect to changes in Section 208 cover- 
ing capital gains and losses. In subdivision 
(a) there should be a definition of the term 
“sale” so that it would include all transac- 
tions resulting in taxable profit or deductible 
loss. It is now provided that gain or loss 
from the redemption or liquidation of stocks 
may be treated as capital gain or capital 
loss, but bonds are not accorded the same 
treatment and, under present regulations, 
gain resulting from the calling of a bond 
for redemption is taxed as ordinary profit 
and is subject to both normal tax and surtax. 
The calling of a bond for redemption is prac- 
tically equivalent to a sale of its obligations 
to the debtor corporation and there does not 
appear to be any good reason for excluding 
such a transaction from the provisions of 
Section 208, when a liquidation of stock is 
entitled to the benefits of this section, 
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Earned Income 

Regarding the credit for earned income, 
I think it is sufficient to say that scarcely 
any taxpayer understands this provision of 
our law and I am told that 90 per cent of 
the returns filed for the first year the earned 
income credit was in effect were erroneous. 
The percentage of error in the earned in- 
come computation is still great. 


Listing of Tax-Exempt Securities 

The requirement in Section 218 (b) (4) 
that all tax-exempt securities be listed on 
the income tax return serves practically no 
useful purpose. It is of no material value 
to the government and causes unnecessary 
labor to the taxpayer. The only case in 
which it can be of any value is where the 
taxpayer has borrowed money to purchase 
or carry tax-exempt securities. The language 
of the amendment which we have suggested 
calls for the listing of such tax-exempt se 
curities but provides that this shall not be 
required except when interest has been 
paid on money borrowed to purchase or carry 
the said obligations. 


Depreciation of Property Held in Trust 

Section 214 (a) (8) of the present act 
provides that in the case of improved real 
estate held by one person for life with re- 
mainder to another person, depreciation and 


obsolescence shall be equitably apportioned 


between the life tenant 
man. 

The Treasury Department has ruled that 
a beneficiary of a trust is not entitled to the 
deduction granted under this provision, but 
that it must be taken by the trustee. In 
most cases the trustee distributes all of the 
trust income and it is included for taxation 
in the returns of the beneficiaries, and con- 
sequently the deduction for depreciation and 
obsolescence is lost to both trustee and bene- 
ficiary. Furthermore, in the case of a 
by the trustee, 
Whether claimed or 


and the remainder- 


sale 
depreciation allowable, 
not, must be taken into 
consideration in computing the profit. There- 
fore, there is a current deduction which is 
of no benefit to any one, and the trustee is 
required to increase the taxable profit upon 
the sale of the property to the extent of such 
“allowable” deduction. 


Example of Unfairness 

An example of the unfairness of this pro- 
vision is found in a 
ual establishes a trust by transferring an 
office building which cost $1,000,000, the 
rents from which are payable to one person 
for life and the corpus to another upon the 
termination of the trust. Assume that 


case where an individ- 


there 


509 


is a reasonable annual depreciation on the 
property of $15,000. If, by the terms of the 
deed, as is customary, the total rents, with- 
out reserve for depreciation, are payable to 
the beneficiary, under the ruling, he could 
not claim a deduction for depreciation. Like- 
wise, the trustee, having distributed the total 
income to the beneficiary, would derive no 
benefit from the depreciation. However, if 
the life interest were deeded direct to the 
beneficiary without the intervention of the 
trustee, he would be permitted to take as a 
deduction the amount of any depreciation. 
Therefore, there is a discrimination against 
a trust in such cases. 

If the property is sold after five years for 
$1,000,000, or the same amount as it cost, 
the trustee would be required to pay a tax 
on a profit of $75,000, for, as stated in the 
Department’s ruling, “the trustee having 
been entitled to depreciation, the basis for 
determining gain or loss from a sale of de- 
preciable trust property by the trustee must 
be adjusted by the amount allowable to the 
trustee for depreciation, whether or not such 
depreciation was claimed by the trustee or 
formerly allowed.” 

In order that the beneficiary may be en- 
titled to depreciation in such cases, which, it 
is believed, was the intention of Congress 
at the time the provision in question was en- 
acted, the Committee of Banking Institutions 
on Taxation recommends certain 
ments to Section 214 (a) (S) and 
215 (b). 


amend- 
Section 


Prorated Exemptions Where Status of 
Taxpayer Changes 

Section 216 (f) (2) provides for the pro- 
rating of the personal exemption where the 
marital status of a taxpayer changes dur 
ing the taxable year. This is an exceeding- 
ly troublesome and complicated method of 
determining the credit and really serves no 
useful purpose. It 
a great 


does, however, result in 
number of erroneous returns, 
it is very confusing to the taxpayer. 
Under the regulations of the New Yor! 
State Income Tax Bureau interpreting the 
Personal Income Tax Law of the State of 
New York, a taxpayer is allowed the great- 
est personal exemption and exemption for 
dependents to which his status entitled him 
at any time during the taxable year. If at 
any time during the taxable year he is mar- 
ried or the head of a family, the personal 
exemption of $3,500 may be taken. If he is 
the chief support of a who is 
under eighteen or incapable 
of self-support because mentally or physi- 
cally defective, the exemption of $400 may 


since 


dependent 


age, 


years of 
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SUGGESTED AMENDMENTS TO FEDERAL INCOME AND 
ESTATE TAX LAWS AFFECTING FIDUCIARY 
ADMINISTRATION 


EQUITABLE DETERMINATION OF TAXABLE BASIS OF ESTATES, CAPITAL GAINS 
AND LOSSES, DEPRECIATION AND ABATEMENTS 


JOHN M. MURPHY 
Assistant Treasurer, Guaranty Trust Company of New York 


(Epitror’s Note: 


This article embodying the substance of arguments and briefs 


recently submitted to the Joint Congressional Committee and the House Ways and Means 
Committee, deals with suggested amendments to the Federal Income and Estate Tax 
laws as they particularly relute to fiduciary administration and computation of taxable 


basis of estates and trusts. 


Mr. Murphy appeared before the House Committee as repre- 


sentative of the Committee on Banking Institutions on Taxation, the membership of 


which consists of leading banks, 
York City.) 


SIDE from the advocacy of more 

fundamental changes in the federal 

tax laws, such as repeal of the Fed- 
eral Estate tax, the banks and trust com- 
panies are vitally interested in recommend- 
ing changes which affect administration and 
fiduciary responsibilities. Appointment of a 
Joint Congressional Committee and recent 
hearings conducted by the House Ways and 
Means Committee afforded banking and trust 
company interests, with other interests, op- 
portunity to submit suggestions based upon 
experience and designed to simplify proce- 
dure as well as protect equitable rights. 


Sales by Executors and Administrators 

Recommendations submitted by the Ameri- 
ean Bankers Association and in which the 
Committee of Banking Institutions on Taxa- 
tion, composed of over forty national banks, 
trust companies, state banks and private 
banks in and around New York concur, in- 
cluding among other amendments of Section 
204 (a) (5) prescribing the basis for de- 
termining gain or loss from the sale of prop- 
erty left by a decedent. The recent amend- 
ment to article 343 of the Income Tax regu- 
lations changing the basis for determining 
gain or loss from the appraised value to the 
decedent’s cost in the case of the sale of 
property by the executors was the result of 
the McKinney decision. It is sufficient to 
say that, according to our understanding, the 
Treasury Department is not in sympathy 
with the result brought about by this de- 
cision and made the objectionable amend- 
ment to the regulations only to protect its 


trust companies and private 


banking firms of New 


own interests. There seems to be no doubt, 
however, that it was the intention of Con- 
gress that the basis for the determination of 
gain or loss from the sale of a decedent’s 
property should be the value on the date of 
his death and not the cost to the decedent. 

Other recommendations of prime interest 
to banks and trust companies as fiduciaries 
is the repeal of subdivisions (g) and (h) of 
Section 219 taxing income of certain trusts 
to the grantor, and the amendment of Sec- 
tions 277 (a) (4) and 313 (b) dealing with 
the winding up of the income and estate 
tax liability of decedents. 


Capital Gains and Losses 

Our committee has made recommendations 
with respect to changes in Section 208 cover- 
ing capital gains and losses. In subdivision 
(a) there should be a definition of the term 
“sale” so that it would include all transac- 
tions resulting in taxable profit or deductible 
It is now provided that gain or loss 
from the redemption or liquidation of stocks 
may be treated as capital gain or capital 
but bonds are not accorded the 
treatment and, under present regulations, 
gain resulting from the ealling of a bond 
for redemption is taxed as ordinary profit 
and is subject to both normal tax and surtax. 
The calling of a bond for redemption is prac 
tically equivalent to a sale of its obligations 
to the debtor corporation and there does not 
appear to be any good reason for excluding 
such a transaction from the provisions of 
Section 208, when a liquidation of stock is 
entitled to the benefits of this section. 


loss. 


loss, same 
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Earned Income 

Regarding the credit for earned income, 
I think it is sufficient to say that scarcely 
any taxpayer understands this provision of 
our law and I am told that 90 per cent of 
the returns filed for the first year the earned 
income credit was in effect were erroneous. 
The percentage of error in the earned in- 
come computation is still great. 


Listing of Tax-Exempt Securities 

The requirement in Section 218 (b) (4) 
that all tax-exempt securities be listed on 
the income tax return serves practically no 
useful purpose. It is of no material value 
to the government and causes unnecessary 
labor to the taxpayer. The only case in 
which it can be of any value is where the 
taxpayer has borrowed money to purchase 
or carry tax-exempt securities. The language 
of the amendment which we have suggested 
ealls for the listing of such tax-exempt se 
curities but provides that this shall not be 
required except when interest has been 
paid on money borrowed to purchase or carry 
the said obligations. 


Depreciation of Property Held in Trust 

Section 214 (a) (8) of the present act 
provides that in the case of improved real 
estate held by one person for life with re- 
mainder to another person, depreciation and 


obsolescence shall be equitably apportioned 
between the life tenant 
man. 


and the remainder- 


The Treasury Department has ruled that 
a beneficiary of a trust is not entitled to the 
deduction granted under this provision, but 
that it must be taken by the trustee. In 
most cases the trustee distributes all of the 
trust income and it is included for taxation 
in the returns of the beneficiaries, and con- 
sequently the deduction for depreciation and 
obsolescence is lost to both trustee and bene- 
ficiary. Furthermore, in the case of a 
by the trustee, depreciation allowable 
whether claimed or not, must be taken into 
consideration in computing the profit. There- 
fore, there is a current deduction which is 
of no benefit to any one, and the trustee is 
required to increase the taxable profit upon 
the sale of the property to the extent of such 
“allowable” deduction. 


sale 


Example of Unfairness 

An example of the unfairness of this pro- 
vision is found in a case where an individ- 
ual establishes a trust by transferring an 
office building which cost $1,000,000, the 
rents from which are payable to one person 
for life and the corpus to another upon the 
termination of the trust. 


Assume that there 


is a reasonable annual depreciation on the 
property of $15,000. If, by the terms of the 
deed, as is customary, the total rents, with- 
out reserve for depreciation, are payable to 
the beneficiary, under the ruling, he could 
not claim a deduction for depreciation. Like- 
wise, the trustee, having distributed the total 
income to the beneficiary, would derive no 
benefit from the depreciation. However, if 
the life interest were deeded direct to the 
beneficiary without the intervention of the 
trustee, he would be permitted to take as a 
deduction the amount of any depreciation. 
Therefore, there is a discrimination against 
a trust in such cases. 

If the property is sold after five years for 
$1,000,000, or the same amount as it cost, 
the trustee would be required to pay a tax 
on a profit of $75,000, for, as stated in the 
Department’s ruling, “the trustee having 
been entitled to depreciation, the basis for 
determining gain or loss from a sale of de- 
preciable trust property by the trustee must 
be adjusted by the amount allowable to the 
trustee for depreciation, whether or not such 
depreciation was claimed by the trustee or 
formerly allowed.” 

In order that the beneficiary may be en- 
titled to depreciation in such cases, which, it 
is believed, was the intention of Congress 
at the time the provision in question was en- 
acted, the Committee of Banking Institutions 
on Taxation recommends certain 
ments to Section 214 (a) (S) and 
215 (b). 


amend- 
Section 


Prorated Exemptions Where Status of 
Taxpayer Changes 

Section 216 (f) (2) provides for the pro- 
rating of the personal exemption where the 
marital status of a dur 
ing the taxable year. This is an exceeding- 
ly troublesome and complicated method of 
determining the credit and really serves no 
useful purpose. It however, 
a great number of erroneous 


taxpayer changes 


does, result in 
returns, since 
it is very confusing to the taxpayer. 

Under the New Yo 
State Income Tax Bureau interpreting the 
Personal Income Tax Law of the State of 
New York, a taxpayer is allowed the great- 
est personal exemption 


regulations of the 


and exemption for 
dependents to which his status entitled him 
at any time during the taxable year. If at 
any time during the taxable year he is mar- 
ried or the head of a family, the personal 
exemption of $3,500 may be taken. If he is 
the chief support who is 
under eighteen or incapable 
of self-support mentally or physi- 
cally defective, the exemption of $400 may 


of a 
years of 
because 


dependent 


age, 
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be taken. This rule is much simpler in 
application and much fairer than the con- 
fusing rule requiring prorating now in effect 
under the Federal Income Tax law, and our 
committee, therefore, recommends that Sec- 
tion 216 (f) be amended so as to provide that 
in case the status of the taxpayer changes 
during the taxable year, his credits for per- 
sonal exemption and dependents shall be de- 
termined by the status of the taxpayer on 
that day of the year on which he was en 
titled to the greatest amount of credits, or 
else that the credits be determined by the 
taxpayer’s status at the end of the year, or 
date of death, as the case may be. 


Taxation of Non-resident Aliens 

Secretary Mellon recently recommended 
that Congress exempt from taxation, the in- 
derived from American bankers’ ac- 
ceptances held by foreign central banks of 
issue. Our committee believes that this ex- 
emption should be extended to all non-resi- 
dent alien holders of bank acceptances. The 
taxation of non-resident aliens on profit de- 
rived from the purchase and holding of 
bank acceptances to maturity, has had a ten- 
dency to discourage the investment of for 
eign taxpayers in this class of paper and if 
persisted in, will undoubtedly be a factor 
in moving the acceptance market from New 
York to London. If Congress could see fit 
to exempt from tax profit from the matur- 
ing of a bank acceptance or from its sale 
in the United States on the same ground that 
it exempted interest on deposits with per- 
sons carrying on the banking business paid 
to persons not engaged in business in the 
United States and not having an office or 
place of business therein, it would stimulate 
the acceptance market and encourage invyest- 
ment by non-resident aliens in our commer- 
cial paper. 


come 


Non-resident Alien Returns 

One of the sections of the law which we 
are greatly interested in having amended is 
Section 223 (c) which now provides that if 
the taxpayer is unable to make his own re- 
turn, the return shall be made by a duly 
authorized agent or by the guardian or other 
person charged with the care of the person 
or property of such taxpayer. We should 
like to have this section so amended as to 
provide that,.except as in the act otherwise 
provided, no person shall be required to 
make a return on behalf of any taxpayer, 
unless duly appointed by such taxpayer for 
that purpose. 

The reason for this amendment is that 
relying upon provisions of Section 223 (c) 


am) 
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of the present Revenue Act, the Department 
has promulgated Article 404 of Regulations 
69 which provide that responsible agents 
for non-resident aliens shall make returns 
for them and pay the normal tax and sur- 
tax shown to be due thereon. This is par- 
ticularly difficult and burdensome because 
of the lack of a definition of a “responsible 
agent,’ and it leads to the filing of returns 
by more than one person in the United 
States for a single non-resident alien on the 
theory that they are responsible agents. This 
places a tremendous responsibility upon do- 
mestic banks and bankers and often requires 
the payment of excessive taxes; necessitates 
refunds and compels the government 
to assemble these returns for audit purposes. 


also 


It is an unreasonable requirement and not 
productive of any substantial revenue and 
places a responsibility on persons in this 
country for the payment of taxes of non- 
resident aliens which they should not have 
to bear. It has been the experience of all 
banking institutions having a large number 
of foreign clients that only a negligible num- 
ber of all the non-resident aliens for whom 
they have been compelled to file returns owe 
any tax to the government. This is an in 
tolerable situation and the banks should be 
relieved of this expensive burden which they 
have been carrying for so many years. 


Claims in Abatement 

No claims in abatement are allowed under 
the Revenue Act of 1926. The doing away 
with this claim worked a great hard- 
ship on many taxpayers, especially where a 
return has filed and later on in the 
year the taxpayer discovers that he has over- 
paid his tax and desires to file an amended 
return which will show much less tax than 
the original return disclosed. Under the 
present law and regulations, he is ordinarily 
compelled to pay tax on the basis of the 
original return and can secure no relief until 
the tax has been paid in full, for the reason 
that the Treasury Department usually is un- 
able to audit the original and amended re- 
turns before the December 15th installment 
of the tax due on the original return is paid. 


has 


been 


The restoration of the claim in abatement 
would not injure the rights of the govern- 
ment, but would enable the taxpayer to sus- 
pend payment on 
return in 


the basis of the original 
where an amended return 
is filed in good faith. If the taxpayer, in 
bad faith, should file an amended return, 
the income of which he is not able to prove, 
then the Treasury Department could assess 
interest on the tax unpaid and, if necessary, 
impose a penalty as well. 


cases 
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INTERNATIONALIZATION OF AMERICAN INVESTMENT 
AND MONEY MARKETS 


SIGNIFICANCE OF RECENT NEW YORK STOCK EXCHANGE ACTION IN LISTING 
FOREIGN SECURITIES 


S. METZ 


(Eprror’s Note: The author of the following article has been actively associated with 


foreign banking and investment activities since 1902 in responsible capacities. In 
cussing various pertinent aspects of the recent action of the 


dis- 


New York Stock Exchange 


in admitting foreign securities to trading facilities, enlisting banks and trust companies 
as depositaries for certificates, he reveals a masterly grasp of international economic and 


investment currents. He also ansivers 


ECESSITY is not 

of invention. It is the mother of all 

permanent achievement in this world. 
The recent action of the board of governors 
of the New York Stock Exchange relative 
to the permissive listing of foreign securi- 
ties merely responds to economic necessity. 
Possibly this necessity of finding an outlet 
for surplus capital is not yet acutely felt, 
but it is bound in a not distant future in- 
exorably to itself. The Stock K[x- 
authorities, in taking time by the 
forelock, and in ensuring that the current 
shall be guided within the proper channels, 
have performed a public duty. 


assert 
change 


Scarcity of Investment Capital in Europe 
Let us cast a brief glance at the financial 


world as constituted today. The great lend- 
ing countries of prewar Europe are substan- 
tially out of the picture. Loss of working 
capital through war destruction has thrown 
upon banking systems burdens which taxes 
their capacity to the utmost, with repara- 
tion payments added in the case of Germany 
Considerations of exchange stability, to 
which in former years little thought had to 
he given, now take precedence over all others, 
and impel restrictions on foreign lending, be 
they officially inspired or enforced through 
the mechanism of the money market. 

It would be erroneous to assume however, 
that all the countries which appear as bor- 
rowers in this market and in London, con- 
fine themselves exclusively to that  rédle. 
Some of them are, in fact, lenders on a con- 
siderable scale in the less affluent communi- 
ties in their vicinity. Thus Germany, 
Czecho-Slovakia, Hungary and Austria will 
be found to act as bankers in Jugoslavia, 
Poland, Roumania, Greece, Bulgaria and to 


criticisms 
securities available for American investors.) 


merely the mother 


relative to the character of foreign 


some extent, Russia. But for all practical 
purposes, the only countries in Europe with 
a surplus in their international accounts 
available for lending are Great Britain, Hol- 
land, Switzerland and Sweden. and of these, 
valuable though their cooperation in inter- 
national transactions may be, the three last 
named may be ignored from the quantitative 
point of view. 

In Great Britain, the position is peculiar. 
Though experts calculate a favorable balance 
of payments, it is totally inadequate to take 
care of the demands made upon capital mar- 
kets by colonial and foreign borrowers. It 
should be remembered that a por- 
tion of Great Britain’s overseas investments 
does not take the form of corporate public 
issues but of private ventures—nowhere 
recorded—by interests devoting themselves 
to the exploitation of natural resources in 
the vast undeveloped regions of the British 
Dominions and the world at large. 

Apart from foreign lending in 
capacity, domestic borrowing has reached a 
level which margin for further 
expansion. The British banks whose liquid 
condition in prewar days held up as 
an example to the world are lent up to the 
limit. In view of the prolonged slackness 
of trade, it is safe to assume, although no 
figures are published in this that 
securities are mainly responsible for this 
feature, an assumption borne out by relative 
movements of the index figures for securities 
and commodities. 


goodly 


excess of 
leaves no 


was 


respect, 


Trade Financing the Primary Consideration 


Abroad 
consideration the incipient 
conjunction with the fact 
sank of England, in its reserve po- 


Taking into 
trade revival in 
that the 
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sition, is sailing fairly close to the wind, it 
is obvious that, not only are commitments 
in securities likely to have reached their 
limit, but that it may be necessary for the 
banks to bring about a reduction of these 
commitments if they are to take care of 
prospective increased trade demands without 
the necessity of higher money rates. This 
latter contingency would be strenuously re- 
sisted by the business community. Much, 
therefore, as British bankers may regret to 
let interesting international operations pass 
their doors, no illusions are entertained in 
authoritative quarters as to the basic fea- 
tures governing the situation. 


As for France, although disposing of large 
accumulations abroad, restrictions have con- 
centrated these in hands where they are 
unlikely to be utilized directly in financing 
requirements for long term funds. At the 
same time, these balances, the bulk of which 
have found their way to the United States, 
are helping to create in this country the 
conditions which, with constantly growing 
pressure, are directing the flow of invest- 
ments outward. 


Discrepancy Between American and European 
Money Rates 


The contrast between the situation in this 
country with that of Europe just described, 
is sufficiently striking. In spite of increas- 
ing loans based on securities and the growth 
of investments held by banks, the monetary 
situation has displayed constantly greater 
ease, which in view of indications of slacken- 
ing trade and a tendency toward liquidation 
of bull commitments in security markets, 
may conceivably be prolonged for a consider- 
able period, if not further accentuated. 

Certain features, however, command atten 
tion and militate against the too confident 
assumption that the present discrepancy be- 
tween American and European money rates 
must of necessity be permanent. fanks in 
this country, taken as a whole, are generally 
lent up to close upon legal limits. Any un- 
foreseen demands, therefore, are liable to 
compel recourse to the Federal Reserve Sys- 
tem. Such demands may conceivably arise 
through the wish of foreign depositors to 
convert credit balances into actual gold for 
shipment to their own countries. This ac- 
tion would have the double effect of decreas- 
ing the gold holding of the Federal Reserve 
System and of compelling banks either io 
reduce loans to customers or to borrow from 
the Federal Reserve System, or both. Of 
course, the Federal Reserve System is in 
excellent shape to meet any such demands 
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which, under no conceivable circumstances 
could assume anywhere near the proportions 
of the foreign balances here, considering that 
ing that a large part of these is required for 
the current needs of institutions and mer- 
chants abroad. 


Effect of Federal Reserve Gold Policy 


Nevertheless, much would depend on the 
policy likely to be followed under such cir- 
cumstances by the Federal Reserve Board. 
Would they contemplate, unperturbed, any 
falling off in gold reserve, or would an at- 
tempt be made by the curtailment of credit, 
approximately to maintain present ratios. 
The latter course seems unlikely in view of 
the expressed determination to cause as lit- 
tle disturbance to economic life as consistent 
with safety. But whatever happened, the 
sentimental effect of the development would 
be a hardening of money rates in the open 
market even though it may be fully recog- 
nized that in the worst contingency the re- 
sources of the Federal Reserve System would 
be more than ample to sustain the present 
credit structure. Furthermore, with a ten 
dency towards a declining favorable trade 
balance—which may only be partly compen- 
sated by the swelling of the invisible ac- 
counts as a result of larger interest and re- 
demption payments on capital invested 
abroad—a condition of overlending from the 
international exchange point of view might 
in consequence arise, producing an outward 
flow of gold with effects identical with those 
above outlined. 


Obtaining Higher 
With however, it is 
safe to assume that this market faces a long 
period of money 
vailing elsewhere, 


Returns Abroad 


these reservations, 


rates below the level pre 
though nivellating 
will be in operation. Chief amongst these 
will be the extent to which the American 
publie will avail itself of the opportunity of 
obtaining higher returns abroad, and in this 
connection the decision of the New 


forees 


recent 


York Stock Exchange has opened up a new 
avenue. 


Although in the past a number of foreign 
stocks have been placed in this market with 
out official quotation, their volume has been 
relatively insignificant. Will the new facility 
provide a fillip to this activity? 


Responsibility of Introducing Houses 

It has been questioned whether any use- 
ful purpose is served by enabling the public 
to participate in the securities of foreign 
concerns and whether the advantages to be 
obtained are not smaller than the risks in- 
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volved. On the former point we need not 
dwell. Our brief review of monetary condi- 
tions will have shown the movement to be 
inevitable, though directly useful in stimu- 
lating the world’s productive process it can 
only be in certain contingencies. As to the 
dangers, the sponsorship of reputable houses 
and the safeguards provided by the Stock 
Exchange ruling should preclude abuse of 
the privilege. 

The benefits to be derived by the public 
will depend to a great extent, upon the dis- 
cretion and vision exercised by the interests 
that will assume responsibility for these in- 
troductions. It is probable that, in most 
cases, securities having their chief market 
elsewhere will stand at a level expressing 
more or less fully, intrinsic merits not only, 
but will also be discounting the future to a 


greater or lesser extent. Under these cir- 
cumstances, the mere accumulation of a par- 
cel of such stocks in a foreign market and 


their redistribution on this side would hardly 
present any genuine attraction. It is safe to 
predict that this method is not likely to 
commend itself either to security houses or 
the investing public at large. 


American Representation in Foreign 
Corporations 

It is 

quiring 

terms 


rather 
blocks of 


leaving 


when occasions arise for ac- 
stock held privately on 
scope for prospective appre 
ciation that the new development may prove 
interesting. Again there may be situations 
when specific securities are undervalued in 
their home market, or when an introduction 
may be preparatory to new financing which 
would be facilitated by familiarity of in 
vestors with the name and position of the 
concern. There can be no objection in such 
broadening the 

the creation of a 
side as the American 
through 

would be 


cases To 


negotiability of 
market on this 
investor would benefit 
appreciation in value, while grist 
brought to the mill of American 
bankers by participation in subsequent 


stocks by 


hew 
issues. 

There seems every reason why, in major 
operations of this nature, it should be made 
a condition that an American representative 
be invited to join the board of the foreign 
corporation concerned. 
be feasible 
nature of a 
vention of 


This may not always 
where the operation is in the 
market deal without the inter- 
the company, and when such 
transaction merely involves the pushing up 
of prices—already adequate—in the home 
market in anticipation of an American in- 


troduction it would be neither economic nor 
expedient. 
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Influence of Money Markets 

The extent to which the new facilities are 
likely to be availed of will be mainly de- 
pendent on. the prospective development of 
money markets. If we are right in the as- 
sumption that with reviving business abroad 
the present tendency towards dearer money 
in Europe is likely to continue for 


sone 


time, there will be sufficient inducement to 
give consideration to foreign investments. 
Yet the persistence of a considerable dis- 


crepancy in the level of yields in this mar- 
ket of home and foreign 
so far shown 


issues, which has 
few indications of narrowing, 
rather points to the likelihood that severe 
discrimination will be exercised. It is quite 
possible, however, that a condition may arise 
in domestic markets which may loosen its 
hold on the imagination of the investing pub- 
lic to some extent and may cause them to 
turn with greater eagerness to attractive for- 
eign securities. 

Mistakes are bound to be made. Of this 
we need not be ashamed considering that 
in old and experienced Great Britain shortly 
before the war, Mexican and similar securi- 
ties stood at a level which yielded a lesser 
return than home industrial 
state of affairs which 
now. 


investments, a 
would excite derision 
The innate conservatism of the aver- 
age American investor, the difficulty of keep- 
ing reliably posted on the progress of events 
abroad, combined with an instinctive dis- 
inclination to invest in countries of which 
he knows little, is likely to prevent any such 
glaring maladjustments 
here. 


from arising over 


~ o e, 
Oe te 


“Fiduciary 
unique and 


Advertising’ is the title of a 
valuable compendium of trust 
advertising ideas and copy of 464 pages, com- 
piled and published by the Trust 
Division of the Bankers 
tion. 


Company 


American Associa 





“This then is my hope for our future 

that we may be rich without forgetting 
to be righteous; that we may have leisure 
without license; that we may be powerful 
without being offensively proud; that we 
may be nationally minded without being 
narrow-minded; and, finally, that we 
may live in a world of fact without sur- 
rendering our faith.” 
Mr. Melvin A. Traylor, in his annual 


address as retiring president of the 
American Bankers Association. 
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The latest 
FINANCIAL 


STATEMENT 
of New Englands largest bank 


as of October 10, 1927 


e 


RESOURCES 


Cash and Due from Banks $63 064,867.38 
United States Securities 28,992,607.08 
Loans, Discounts & Investments 308,045, 205.76 
Accrued Interest Receivable 1,482,042.52 
Banking Houses 10,107,077.82 
Customers’ Liability Account of Accept- 

28 253,712.62 
Items in Transit with Foreign Branches... 1,533,602.73 


Total $441,479,115.91 


LIABILITIES 


$20,000 ,000.00 
Surplus & Profits 23,718,044.19 $43,718,044.19 


Reserves including Interest, Taxes and Un- 

earned Discount 3,185,552.58 
Acceptances Executed 29,952,954.19 
Acceptances and Foreign Bills Sold 17,997 ,653.58 
Deposits 346,624 ,911.37 


Total $441,479,115.91 


ee Ee eB 


NATIONAL BANK of 
BOSTON 


9784 = 3t o>. Ray 


Foreign Branches European ‘Representatives 
Buenos Aires AND HAvANA Lonpon, Paris, Bertin 











INVESTMENT PUBLIC DENIED FIDUCIARY PROTECTION 
UNDER REAL ESTATE AND CORPORATE BOND ISSUE 


A DANGEROUS INVASION OF TRUSTEESHIP FUNCTIONS WHICH CALLS FOR 
VIGOROUS ACTION 


Cc. A. LUHNOW 
Publisher, Trust Companies Magazine 


ITH vast accumulation and con- 

stantly widening distribution of se- 

curities in the hands of the invest- 
ing public there arise new responsibilities as 
well as opportunities for useful service to 
challenge banks and trust companies in exer- 
cising fiduciary powers. The protection which 
is inherent in corporate trusteeship has be- 
come one of the most necessary elements in 
our economic and financial structure. When 
we consider the great variety of investments 
and the numerous financing schemes to which 
the public are asked to subscribe the call for 
fiduciary protection becomes more urgent. 

There exists a “twilight zone” between cor- 
porations, bond and security issuing houses 
and the investing public which demands a 
further projection of trusteeship than the 
custody of securities and the fulfill- 
ment of technical obligations written in cor- 
porate indentures of trust. If trust com- 
panies and banks, as fiduciaries, measure up 
to these opportunities and demands they 
will pursue not only the logical paths to 
greater development, but also justify in a 
much larger way the public faith in fiduciary 
management. 

To preserve the integrity of corporate fi- 
nancing and to assure protection to the rap- 
idly multiplying army of investors it be- 
comes necessary to emphasize and distinguish 
more clearly the respective functions of the 
private bankers or issuing house and the 
trustee acting under corporate mortgages 
which secure new issues of securities. Re- 
cent failure of a number of investment or- 
ganizations marketing real estate mortgage 
bonds on a national scale and involving loss 
of funds which were supposedly held in trust 
for the benefit of the bondholders, gives 
point to such needed distinction. Conserva- 
tive investment as well as banking judgment 
cannot help but regard with concern the 
growing practice as well as danger of having 
payment of principal, interest and sinking 
funds of securities made at banking houses 


mere 


which underwrite or issue securities or at 
some place other than the office of the bank 
or trust company acting as trustee. The 
hazard applies not only to real estate mort- 
gage bonds which are not properly trusteed 
but also to bond and security offerings in 
general because of the practice among pri- 
vate banking houses of having moneys be- 
longing to the holders of securities made pay- 
able at their own offices. 

Principal, interest and sinking funds of se- 
curities belong to the holders of such se- 
curities and should be duly protected by be- 
ing deposited with their official representa- 
tive, namely the trustee, and should remain 
with the trustee until called for. The situa- 
tion is rendered more dangerous to the in- 
vesting public because of another provision 
which corporations have lately been placing 
in their trust agreements in spite of the vig- 
orous protests of corporate trustees that 


such moneys shall be repaid to the company 
after an elapsed period. 

It is the business of the private banker to 
sell securities and not to assume responsible 
functions of trustee or paying agent, save 
that of certification of securities, called for 


by the trust indenture. The fact that a 
private banking house has a long and unas- 
sailable record for strength and integrity 
does not alter the fact that this practice is 
wrong and hazardous in principle, especially 
when it encourages less reliable houses to 
insist upon assuming fiduciary control or act- 
ing as paying agents. It would be more con- 
sistent and fair to the investing public for 
the big and powerful banking houses to set 
a good example and take the initiative in 
formally announcing that in connection with 
all new securities sponsored by them the cor- 
porate trustee shall handle all funds pay- 
able under the trust agreement. It is quite 
conceivable that unless this is done by the 
more influential firms, the grievous dis- 
closures in the real estate bond fields may 
lead to legislative action or reprisal. 





566 TRUST 
How Practice May Be Eliminated 

If the appropriate official in each state 
would take it upon himself to have informal 
conferences with the presidents of the stock 
exchanges and with the heads of the leading 
private banking houses of his state real prog- 
ress could be made toward the elimination 
of the practices referred to. These men will 
have to listen to those representing properly 
constituted authority because such effort is 
being made from an absolutely unselfish and 
public-spirited standpoint, and further be- 
cause the present position of the investment 
banker in this matter is untenable and not 
in the public interest. 

The Attorney General of the State of New 
York recently promulgated certain excellent 
ideas for adoption by the real estate bond 
interests, the most important of which was 
the selection of a banking institution as trus- 
tee, instead of an individual or issuing house 
and the deposit of all funds in connection 
with the trust with the corporate trustee. 
This principle of trusteeship in connection 
with real estate mortgages was also affirmed 
in resolutions adopted by the Investment 
Bankers Association. Having thus blazed 
the trail it would be but a further short 
step to extend the same idea to all classes of 
corporate securities. 


Corporations Exposed to Double Liability 
Another phase of this situation which ap- 


parently 
double 


has escaped much notice is the 
liability corporations are assuming 
when they permit the principal and interest 
of their securities to be paid by the private 
banker. Should he fail it is a hundred to one 
shot that the funds which should have been 
impressed with a distinct trust have been 
dissipated or so mingled with his other mon- 
eys that it is impossible to segregate them. 
As the bonds and coupons are obligations of 
the corporations until they are paid, the 
corporation will of necessity have to pay 
them even though it had previously furnished 
the funds for the same purpose. 

It is all right to talk about “responsibility” 
and the standing that membership, say in a 
recognized stock exchange or board of trade 
gives one, but history has shown that some 
of the most disastrous failures have been 
the least expected, and when they happen 
there is a great hue and cry about the inno- 
cent public which has been lulled into a 
false sense of security because of the firm’s 
past record. No voluntary association of 
individuals or firms can so closely check 
the policies and practices of its members as 
to prevent failure in the face of overexpan- 
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sion or deliberate wrong-doing. Witness the 
astonishing alarm of the general public with- 
in the past few when it was found 
that a member who had been suspended from 
the New York Stock Exchange and who 
failed almost immediately thereafter, by his 
own admission had kept no books and stated 
that tis correspondence files were his only 
records of his transactions with his 
mers ! 


weeks 


custo- 


Glaring Example in Real Estate Field 

Until recently there were three outstanding 
and nationally known concerns marketing 
first mortgage real estate bonds. One of 
them used individuals of its own staff or 
itself acted as and had all pay- 
ments due under the mortgages made at its 
office. One of the others used a _ so-called 
“trust company” bearing its own name, which 
was nothing more or less than a department 
of its business and was formed apparently 
for the sole purpose of acting as paying agent 
for the bonds marketed by the house, and 
also for “guaranteeing” them. Being sold 
as “guaranteed” bonds made the work of the 
salesmen much easier, for the word “guar- 
anteed” has a magical sound for many peo- 
ple who unfortunately look for nothing fur- 
ther. 

soth of the 
disastrously in 
funds which 


trustees 


last mentioned 
the recent 
were supposedly 


firms failed 
past, and the 
held for the 
bendholders by the trustees or paying agents 
were found to have dissipated into thin air. 
Receivers are trying to bring order out of 
chaos, but there is no doubt whatever that 
the bondholders will lose a very large part 
of their investment. 

One of the first things the courts did in 
these cases was to direct the appointment of 
banks and trust companies as successor trus- 
tees in order that future payments made by 
the mortgagor companies for account of the 
bondholders would be properly safeguarded. 


Misleading Trust Agreements 

The third member of the “big three’ be- 
gan a few years ago to use a corporate trus- 
tee and an individual in their organization 
as co-trustee. This was good selling talk, 
but of course the bondholders were not in- 
terested enough to read the trust agree 
ments. One which I have before me, in ad- 
dition to providing that the principal (in- 
cluding amortization) and interest are pay- 
able at the office of the issuing house states: 
* * * said Depositary (issuing house) shall 
not incur any liability OTHER THAN A GENERAL 
LIABILITY for the amount actually deposited 
with and received by it.” In other words 
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such moneys are not 
a trust fund! 

This agreement further provides that when 
the mortgagor company pays the funds to 
the depositary its liability “with respect 
thereto shall be discharged and the holders 
of certificates or coupons covered by such 
payments shall to the extent of such pay- 
ments look for the payment thereof solely 
to * * * said Depositary.” Therefore should 
the depositary (issuing house) for any rea- 
son fail to pay the bonds and coupons the 
mortgagor company is expressly exempt from 
doing so, and there is no possible way the 
bondholder can enforce payment. 


even to be considered 


This particular agreement is such a 
that I cannot refrain from quoting 
more very interesting passages: 


gem 
a few 


“If at any time the Company or its as- 
signs shall fail to make such deposits or to 
pay any such certificates or coupons as and 
when the same fall due, then 
(issuing house), or any person, firm or cor- 
poration which may succeed to its business, 
may at any time or times purchase from its 
own funds and hold such certificates or cou- 
pons (the payment of which has fallen due 
or on account of which deposits should have 
been made) in its own right. The provisions 
hereof shall constitute full authority to 

(issuing house), and its 
successors for any such purchases.” 


said 


Hoodwinking the Bondholder 

This of course makes it possible for the is- 
suing house to keep the bondholder in the 
dark as to the actual condition of the prop- 
erty upon which he has a lien, for, if the 
income is insufficient to carry it, the issu- 
ing house can go on indefinitely supplying 
funds for the payment of principal and in- 
terest. This is fair sailing wntil too many 
propositions go wrong and it is no longer 
possible to “rob Peter to pay Paul.” When 
this happens the crash is tremendous and 
everything down at once, as in the 
two failures above referred to. 


bia — 
goes 


one 


Just more quotation from 


ticular agreement: 


this par- 
“IN NO EVENT SHALL THE DEPOSITORY BE 
REQUIRED to hold any of said deposits * * * 
in specie or currency or to deposit funds IN 
SEPARATE OR SPECIAL ACCOUNTS, but may de- 
posit any or all funds which may be at any 
time received by it under any of the terms 
or provisions of this Indenture, in such bank, 
banks or trust companies as it may in its rea- 
sonable discretion select, and SAID FUNDS 
MAY BE MINGLED WITH ANY OTHER DEPOSITS, 
securities or credits of said —— 
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(issuing house), the intent hereof being that 
the liability of the depository to the Com- 
pany, the certificate holders and the Trustees 
shall be the ordinary liability of DEBTOR TO 
CREDITOR.” 

Why should such provisions be tolerated 
in trust agreements covering the investments 
of thousands of people running into millions 
of dollars? Simply because they have not 
been given the light of day, and because the 
issuing house by their control of very sub- 
stantial trust business can get trust com- 
panies to accept such trusteeships or suffer 
the considerable loss which a break in such 
business relations would mean. 


Situation May Compel Legislative Action 
The investment bankers are adamant and 
refuse to do anything to remedy the situa- 
tion either individually or through their as- 
sociations. Therefore the only two solutions 
are (1) an aroused public opinion, and (2) 
a determined stand by the legislative or ex- 
ecutive officials of the different states. 

Practically every state has laws regulating 
the handling of personal and testamentary 
trusts. Surely a statute affording definite 
protection to investors by providing that 
the principal and interest of all corporate ob- 
ligations sold to the public and secured by a 
trust agreement, mortgage, or indenture 
shall have an incorporated bank or trust 
company as trustee therefor, and that all 
moneys payable with respect to said securi- 
ties shall be paid to the trustee and con- 
stitute a specific trust fund, would be held 
constitutional in the light of public policy, 
if for no other reason. 


Due to our ever-increasing prosperity the 
investment business is growing by leaps and 


bounds. New firms are springing up every 
day and, taking their cue from their elders, 
are making the same demands whenever they 
have corporate trust business to dispense. 
If something is not done now, the situation 
will become completely out of hand. 

Trust CoMPANIES is ready and willing to 
aid in bringing about the much needed re- 
forms herein referred to. With this in view 
it asks the cooperation of public officials, 
legislative bodies, stock exchanges, chambers 
of commerce, corporation officials, banks and 
trust companies, and lastly, and most impor- 
tant of all, the cooperation of the investment 
bankers themselves, who, I am sure, when the 
problem is clearly and distinctly presented 
to them will be willing in the public interes? 
to forego the comparatively small profits 
made by their paying agency departments, 
realizing their first duty is to the public. 
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BANKING RESOURCES OF TRUST COMPANIES OF THE 
UNITED STATES INCREASE TO TWENTY AND 
A HALF BILLIONS 


IMPRESSIVE VOLUME OF INDIVIDUAL AND CORPORATE TRUSTS UNDER 
ADMINISTRATION 


N increase of $1,145,000,000 during 
the year ended June 30, 1927, carries 


banking resources of the trust com- 
panies of the country to a grand total of 
approximately twenty and a half billions, or 
of $20,481,182,738 to be exact, according to 
the summary contained in the 1927 edition 
of “Trust Companies of the United States,” 
compiled and issued by the United States 
Mortgage & Trust Company of New York. 
Although representing nearly one-third of 
the combined banking power in the United 
States, this aggregate visualizes but a rela- 
tively small part in the panoramic picture 
of trust company activity and development. 
With individual trust and estate funds esti- 
mated at near the twenty billion mark and 


with corporate trusts, custodian accounts, 
registrar and transfer operations and other 
fiduciary obligations attaining valuations of 
probably close to eighty billions, it is safe 
to say that trust companies exercise custody 
and safekeeping of banking and fiduciary 
assets of far greater amount than confided 
to any other class of financial institutions. 

Contrary to the erroneous deductions some- 
times encountered in academic discussions 
that such immense fiduciary and banking to- 
tals signify concentration of wealth, it is 
more correct to say that the growth of trust 
company business is in response to increasing 
demand for fiduciary protection. Familiarity 
with trust company administration over fidu- 
ciary funds and property can lead to no other 


CROWTH OF TRUST COMPANIES OF THE UNITED STATES 
DURING LAST QUARTER OF A CENTURY FROM 
JUNE 30, 1903 TO JUNE 30, 1927 


No. of 


Companies 


912 

994 
1,115 
1,304 
1,480 
1,470 
1,504 
1,527 
1,616 
1,579 
1,732 
1,812 


aa 


Capital 
$317,000,000 
330,000,000 
349,815,160 
378,511,467 
418,477,566 
410,792,491 
415,427,503 
446,168,110 
441,545,769 
468,412,792 
468,181,615 
503,501,430 
503,382,603 
530,634,440 
567,885,547 
603,585,775 
650,500,672 
716,728,954 
822,648,604 
810,262,013 
910,971,214 
974,197,916 
1,021,167,947 
1,087,415,548 
1,161,305,900 


Surplus and 
Undivided 
Profits 
$362,000,000 

379,000,000 
425,356,129 
459,123,562 
496,552,430 
491,197,193 
502,523,500 
519,791,113 
558,028,890 
572,473,187 
589,370,653 
595,760,312 
588,498,310 
637,821,666 
682,519,108 
694,547,066 
732,374,422 
832,274,202 
854,035,376 
918,150,843 
984,413,231 
1,107,527,071 
1,221,845,408 
1,335,391,546 
1,516,712,538 


Depx sits 
$2,183,000,000 
2,306,485,447 
2,847 ,256,924 
2,916,081,231 
3,095, 139,864 
2,787 503,126 
3,423,790,734 
3,308,287,170 
3,601 ,229,952 
3,858,355,146 
4,240,312,694 
4,628, 107,520 
5,610,051,217 
6,247 ,570,362 
7,362,830,982 
7,412,963, 135 
8'776,347,534 
9,764,751,348 
9,554,012,518 
10,470,477,813 
11,828,983,410 
13,289,148,679 
15,097,778,497 
15,982,226,331 
16,824,822, 684 


Total 
Resources 
$2,910,000,000 
3,138,085,328 
3,801,810,476 
3,943,861,867 
4,220,819,646 
3,917,442,356 
4,610,369,273 
4,610,373,111 
5,168 ,533,205 
5,490,570,416 
5,475,972,899 
5,924,979,890 
6,328,454,028 
7,654,791,780 
8,958,511,837 
9,380,886,051 
11,150,446,087 
12,451,877,583 
12,323,430,513 
12,739,620,733 
14,441 460,650 
16,025,502,275 
18,145,673,500 
19,335,270,133 
20,481,182,738 





TRUST COMPANIES 


conclusion than that such functions are es- 
sential to the safeguarding of individual and 
corporate property. 


Uninterrupted Growth of Resources 

From the standpoint of banking resources 
it is significant that the increase of $1,145,- 
000,000, maintaining the best ratios of pre- 
vious years, makes allowance for the trans- 
fer of a considerable amount of banking re- 
sources from the trust company to the na- 
tional bank column because of the conversion 
of several large trust companies into national 
banks in California. Offsetting this is not 
only the normal growth of trust companies, 
but the fact that outside of California the 
trust companies have more than held their 
own during the year as the result of con- 
versions from state to Federal charters, or 
vice While the further influence of 
the operation of the McFadden amendments, 
giving broader scope to national banks, can- 
not be measured at this time, there is no 
indication that the progress of trust com- 
panies, either in number or volume of busi- 
ness, will be interrupted by changes to or 
from the state banking system. 

The 1927 edition of “Trust Companies of 
the United States” completes twenty-five 
years the United States Mortgage & 
Trust Company has assembled such figures 
in an authoritative and reliable way. Re- 


versa. 


since 


viewing the figures of the past year, showing 
also increase in deposits of $840,000,000 to 


total of $16,800,000,000, 
Platten of the United 
Trust Company, says: 
“It is the of satisfaction that the 
resources of the trust companies of the coun- 
try continue to seek new high levels year 


President 
States 


John W. 
Mortgage & 


cause 


569 


after year, the totals at the present time 
being considerably more than double those of 
ten years ago. Yet it is none the less grati- 
fying to note the unprecedented efforts being 
nade by the trust companies to extend their 
service into new channels. 

“The situation is most encouraging and 
warrants every confidence in the future of 
trust companies and their ability to render 
a most valuable and constantly broadening 
service to the public.” 


Twenty-five Years’ Survey 

A table presented herewith gives a birds- 
eye view of the growth of banking resources 
of the United States during the past twenty- 
five years and since the United States Mort- 
gage & Trust Company began publication of 
its annual compilation. The first available 
statistics as to the standing of American 
trust companies appear in the year 1872 when 
40 trust companies were listed with capital 
of $24,354,000; surplus and undivided profits 
of $7,693,000; deposits of $90,713,945, and re- 
sources of $131,803,000. $y 1895 total re- 
sources had increased to $705,000,000, and at 
the beginning of this century there were 
listed 525 trust companies with deposits of 
$1,028,000,000. 

When trust company figures were first as- 
sembled in a more comprehensive way in 
1903 there were in that year 912 reporting 
companies with resources of $2,910,000,000. 
Each succeeding year witnessed further ex- 
pansion so that in the year 1910 there were 
1,527 reporting trust companies with re- 
sources of $4,610,373,000. When the World 
War began in 1914 the trust companies, num- 
bering 1,812, had resources of $5,924,979,000, 
so it will be seen that within the last thir- 


RESOURCES AND LIABILITIES OF TRUST COMPANIES 
OF THE UNITED STATES* 


Shown comparatively as of June 30, 1923, 1924, 1925, 1926 and 


RESOURCES 


1923 
2478 Companies 
Reporting 
$3,294,704,552.70 
8,241,539,292.19 
2,103,763,761.34 


States and Bonds 

Loans, Notes and Mortgages......... 

Cash on hand and in Banks........ 

Real Estate, Banking House, Furniture 
and Fixtures and Safe 


429, 354,303.38 
ther Resources... 


~ 372,098,741.05 


487,599,778.73 
470,939, 802.23 


1924 1925 1926 1927 

2562 Companies 
Reporting 

$3,510,133,953.01 

8,920,780,514.52 

2 636,048 227.02 


2701 Companies 
Reporting 
$3,877,248,744.50 
10,240,804,286.12 
2,930,880 ,806.59 


2684 Companies 
Reporting 

$4 ,049,839,457.40 

11,196, 103,280.58 

2,988,428,779.31 


2731 Companies 
Reporting 
$4,551,553, 602.35 
11,640,445, 629.04 
3,158,705,432.73 
531,938,301.13 
564,801.362.03 


563,314,248.38 


612,992,936.86 
537,584 ,367.89 


517,485, 137.51 


Total $14,441,460,650.66 $16,025,502,275.51 $18,145,673,500.37 $19,335,270,133.56 $20,481,182,738.49 


LIABILITIES 
1923 1924 1925 1926 1927 
$910,971 ,214.27 $974,197,916.39 $1,021,167,947.51 $1,087,415,548.19 $1,161,305,900.27 
984 413,231.78 1,107 527,071.02 1,221,845,408.25 1,3. 91,546.90 1,516,712,538.71 
11,828,983,410.45 13,289,148,679.13 15,097,778,497.83 t 26,331.57 16,824,822,684.06 
717,092 ,794.16 654,628 608.97 804,881 ,646.78 930,236 ,706.90 978,341 ,615.45 
$14,441 460,650.66 $16,025,502,275.51 $18,145,673,500.37 $19,335,270,133.56 $20,481,182,738.49 
*From 1927 edition “Trust Companies of the United States,” published by United States Mortgage and 
New York 


iss evince xo¥< 

Surplus and Undivided Profits........ 
Deposits. . . 
Ee tree 








Trust Co., of 





TRUST 


COMPANIES 


RECAPITULATION OF ASSETS — 





California. ... 
Colorado. ... 
Connecticut. . . 
Delaware .. . 
Dist. of Col... 





Maryland .... 
Massachusetts. 


Minnesota. . ..| 
Mississippi . . . | 
Missouri 


New Hampshire 
New Jersey... 
New Mexico. . . | 
New York... 
North Carolina . | 
North Dakota. . | 


Pennsylvania . . | 
Philippine Isl’s . | 
Rhode Island. .| 
South Carolina. | 
South Dakota. . | 
Tennessee. . . .| 





Virginia 

Washington... 
West Virginia. . 
Wisconsin... . 


| Number 


of Co's 





Stocks and Bonds 


~ Loans, Notes 


and Mortgages 


ASSETS 








Cash on Hand 
and in Banks" 





92 
24 
28 
3% 3 


14 
195 
1 
131 
93 
3 
86 
8 

11 
422 
1 
10 
20 


« 
‘ 


97 
74 
20 
57 
46 
30 
56 
13 

5 


252,888.72 
1,924,607.82 
169,672.97 


962/497 135.25) 


8,711,629. 82) 
67, 815, 223. 47) 
18,840,765. 61 
20,858,946.82| 
21,752,349.68 

7,989,691.41 

1,886,591.07 
6,208.972.19 
468, 230, 035.24 
70,842, 869.68 
18,195,559.13 
5,486,438.51 
20,835,871.35 
47,748,019.24 
58,171,811.17 
79, 709,748.93 
197,110,549.79 
40, 383,630.58 
32, 149,091.89 
9,194,689.62 
141,072,906.53 
12,307,512.57 
2,826,423.57 
607, 3s 6, 30 
10,500,325.31 
334, 863, 974.95 
363,809.61 


1,125,516,589.92 


23,871,372.95 
361,152.96 
285,912,388.73 
8,144, 104.02 
8,523,412.97 
881,676,618.20 
955,050.00 
131,734,397.18 
1,864,021.83 
835,657.67 
11,431,762.19 
14,841,57 


,072.70 


16,295,464.86) 
20,541,573.41| 


12,082,088. 77 
14,361,887.42 
7,833,680.13 
4,949, 916.57 
811,661.07 








$35, 964, 133. 44, 
7,922,516. 90 
58,008,012.88 
854,279,657.10 
17.532995.67| 
198, 759,515.99 
43,8: 2) 727. 50 
61,457,775.77| 
66, 134,624. 84| 
89, 497,210.77 
10,052,611.29 
6,119,931.52 





1,208,415 ,674.79 


212,500,585.86 
46,153,435.15 
6,663,614.41) 
76, 165,023.51) 
212, 103,703.24 
88 540,550.61 
158,915,063. 38) 
596, 134,350.88] 
134,045, 266.38) 
35,05 1,224.84) 
28,428 835.47) 
216,213,756.99) 
15,378,321.97 
4,690,449.03 
5, 147,884.10 
15,060,757.36) 
738, 985,311.63 
1,551,792.78 


3,287,441,286.77 


128, 121,640.34) 
1,171,170.85 


1,089, 105,933.07 


6,391,814.56 
6 968, 769.23 
1,241,944, 469.05 
2,234,907.65) 
160, 710,087. 73 
9,444,085.67 
2,091,319.31| 
96, 437,061.34) 
66,270, 209.50 
59,163, 750.45 
57,485 ,904.97 
86,013,744.29) 
42, 134,755.63) 
88,931,381.98 
6.247.410. 07) 
2,428,610. 53| 








teen 
war, 


rupled their resources. 
annual increase in resources during the past 
thirteen years have averaged over $1,150,- 
with the largest annual gain regis- 


000,000, 


years since the commencement of the 
the trust companies have nearly quad- 
In other words the 


tered for the year ending June 30, 1925 of 
During the past quarter 


over two billions. 
of a century there is also seen an increase 


1,283,438,587 


increase in 
from $362,000,000 to 
crease in deposits from $2,183,000,000 to $16,- 
824,822,684. 


$8, 663, 100.95 
2,427,948.27 
18°759/357 64 
194, 732,371.93 
6,676,405. 66 
28,778,539.53 
7,589,428.55 
14, 141,809.86 
29,332 428.39 
6,951,819.06 
2,055,411.41 
2,367,205.55 
299,698, 504.96 
44,129,063.63 
11,088,407.93 
1,685,802.80 
11,962,442.88 
55,048,809.09 
11,943,274.12 
46, 264,864.94 
113,118,828.84 
85,976,306.57 
13,155,877.97 
7,935,978.99 
75,867,577.88 
6,949,467.84 
1,628,687.86 
1,121,629.79 
1,7383,024.86 
135,077,873.29 
247,278.07 
46 
87,157,259. 75 
245,782.85 
214, 760,295.95 
1,733,448. 72 
2,332,360.01 
272° 393,852.95 
513,175.07 
31,649,356.8 
2,354,497.85 
1,121,499.7 
28,064,794.56 
22,664,931.58 
10. 659, asd i. 95 
4,568,5 
14984999, 76 
12,684,790.5: 
14497 666.20 
4,789,903.70 
oa ae 85 


Real Estate, Bank- 
ing Houses, Etc. 
$2, 785,884.82! 

557,248.92! 
417 3 631.86 
49 346,328.25 
1,417,181.21 
10,015,051.07 
2,167,802.22 
9,669,741.48 
5,818,953.35 
5,526,582.01 
492,197.82 
704,432.15 
47,087 ,523.82 
16, 541,332.28 
4,025, 821.50 
1,284, 767.55 
4,117,469.50 
21,581,743.52 
3,801,668.57 
9,102,049.78 
18,042,148.88 
6, 786,065.23 
2,051,719.76 
1,479, 791.07 
18,172,737.41 
1,002,355.30 
868,237.05 
255,713.37 
446,529.52 
,669, 918.86 
123,672.15 
,492,841.03) 2 
,192,141.20 
236,288.32 
95, 182,641.86 
,047,927.44 
858,623.54 
7,655,380.17 
204,031.41 
,174,641.84 
546,012.73 
381,195.26 
653,698.26 
4,173,499.84 

3,630, 285.22 

2,021,306. 85 

4.478,176.7 

8,987,434. 76 

8,287,184.77 

2,( 05, 896. 86 
217,428.47 


Other 
___ Assets 


$209, 084.95 
121,809. 82 
600, 095.25 

5,879,467.96 
447,701.66 
15,071,573.44 
753,490.14 
569,464.30 
1,779,511.20 
595,438.19 
685,000.39 
99,589.54 

28, 190,214.02 
19, 529,827.27 
220,570.63 
2,363,977.97 

1,522, 142.36 

7,334,598. 74 
1,667,908. 33 
4,899,587.45 
16,831,668. 24 
qT 929, 194.01 
5235 540.90 
707,460.31 
5,298, 242.98 
5,610.48 
6,721,388.73 
26,908.50 
20,648.21 
12,910,439.69 
12,886.19 
275,320,863.86 
1,414,624.59 
27,778.85 
33,337,974.47 
426,376.19 
719,666.08 
26,496,744. 46 
3,098, 604.46 
6,349,987.18 
12,734.06 
50,553.78 
912,466.47 
2,539, 218.33 
563,372.42 
1,482, 299.57 
13,548,057.51 

1,556, 292.76 
505,366.32 
916,416.08 

14, ie 22 





.73 $612 ,992 Yi 36. 863517, 485. 7.51 


surplus 





and 


in capital from $317,000,000 to $1,161,305,900 ; 
undivided profits 
$1,516,712,538, 


and in- 


Analysis of Figures by States 


It is interesting to note that six states hold 
nearly fifteen billion or about 75 per cent of 





TRUST COMPANIES 
LIABILITIES OF TRUST COMPANIES BY STATES 


LIABILITIES 





Capital | 


$4,234,000. 00! 
646,400.00) 
7,224,500.00 
66,065,700.00 
2,065,000.00) 
16,858 050.00 
7,624,421.50 
11,400,000.00 
9,800,000.00 
7,801,170.00 
4,198,540.00 
1,060,000.00 

119, 182,940.00 
24,296, 900.00 
6,050,000.00 
3,650,000.00 
11,690,000.00 
19,052,590.00) 
5,430.8 30.00! 
18,628, 700.00 
45,540,000.00 
15,700,000.00) 
5,910,000.00 

2 920,000.00 
85,985,450.00 
2,100,000,00 
8,160,700.00) 
320,000.00) 
1,080,000.00 
72,384,865.67 
250,000.00! 
264,275,000.00 
14,213,834.00 
350,000.00 

90 ,155,951,23 
2,935,000.00 
2,980,062.60 
172,011,511.23 
257,000.00 
9,025,000.00 
1,259, 264.00 
400,000.00 
3, 758,825.04 
2,215,000.00 
5,300,000.00 
2.816,000.00 
15,301,715.00 
6,895,000.00 
12,311,100.00 
2,360,000.00 
225,000.00 


1 
1 


| 
| 


Surplus and Un- 
___ divided Profits _ 
$3,594,849, 21 
640,512.61 | 
4,087,483.50 | 
64,171,416.47 | 
2,254,230.78 
23, 442,043.98 
7,921,848.32 
10,802,891.44 
9,305,729.69 
6,702,770.02 
2,884, 244.99 | 





152,005,938. 75 | 
20,779,120.18 
3,610,212.97 | 
1,118,305.19 | 
8,603, 141.63 
15,711,176.10 
10,193,569.61 
29,369, 907.02 
64,183,394.08 
20,146,556.69 
5,123,509.70 
2,421,031.21 
82,371, 702.42 
1,293,903.04 
1,236, 102. 22 | 
129,923.37 | 
2,160,261.83 
86,433,344. 21 | 
50,935.59 
891,974, 296.09 
12,204, 227.65 | 
155,898.60 
81,522, 267.01 
586,025.62 
1,676, 307.34 
363,542,286. 90 | 
802,016.37 
19,925,820.88 | 
980,477.19 | 
153,397.67 | 
8 376,647.47 | 
6,310,112.74 | 
8,857 354.00 
5,548, 509.13 | 
9,544, 456.58 | 
2,578,809.12 | 
11,560,299.21 | 
2,189,080.25 | 
140,019.13 





Deposits and Due to 
Banks and Bankers 


Other 
_Liabilities 


! 





Total 
Assets and 
Liabilities 





$41,446,113.38 
11,342, 432.70 
78,887, 146.24 
1,205,490,343.23 
29 872,855.92 
271,621,850.85 
54,790, 965.37 
82,655,260.90 





101,514, 261.71 
41,448,796.44| 
7,461,054.67 | 
13,810, 665.99 | 
1,710,060,557.85 | 
269,616,383.67 | 
64,480,307.39 | 
7,818,699. 74 | 
77,610,548. 50 
275,899, 743.93 
143,844,950.68 
239,641 553.41 
798,805,604,95 
129,928, 796.37 
69,023,806, 23 
40,784,098.81 
363,432, 145.21 
82, 128,460.88 
3,686,711.37 | 
6, 287,854.47 | 
23,990, 807.56 | 
1,062,080,729.35 
1,994, 772.01 | 
5,083,581,711.59 | 
164,538,265.21 | 
1,530,621.14| 
1,464,066,591.88 | 
5,452,570.62 | 
9 255,587.29 | 
1,918,570,221.83 | 
3,093,676.78 
294, 757,822.62 
10,768, 125.35 
3,884, 524.97 
120,584,914. 34 | 
84,950,385. 05 | 
63,439, 281.79 | 
76,488,057,51 
83,645, 118.53) 
62,101, 122.93 | 
101,848, 457.59 | 
12,250,778.87 


2,25 


3,606 ,468.94 








$2,600,080.34 


324,876.42 | | 
2,561,690.86 


31,007,500.79 


593,827.32 | 


8,517,958.67 
2,846,978.83 
1,839,585.89 


4,197, 876.06 | 


4,608,004.98 
628 972.32 
195,242.02 
70,422,516.23 
48,851,274.87 
5,548, 273.98 
4,847,596.31 
16,699, 259.47 
83,153,453.80 
4,155,892.51 
11,251,154.05 
32,708,547.60 
59,345,109.71 
7,586, 139.43 
1,671,625.44 
24,835,924.16 
120,994.74 

8, 651,672.65 
421,754.22 
530,215.87 
42,608,579.19 
8,731.20 
316,379, 161.36 
6,800,711.97 
5,654.09 
52,554,423. 96 
3,770,074. 69 
1,490,874.60 
86,042 944.87 
2,853,075.44 
10,909, 827.30 
718,485.64 
42,303.08 


4,829,395.97 | 


7,013,934.16 
17,716,114.74 
1,197,046.77 


22,555,000.00 | 


3, 150,229.05 


4,335,422, 60 | | 


2,159,684. 16 
491,031.07 








$51,875,042. 88 
12,954, 221.73 
87,710,770.60 

1,366,734,960.49 
84,785,914.02 
820,439,903.50 
73, 184,214.02 

106,697 , 738.23 

124,817,867.46 
60 560,741.44 
15,172,811.98 
15,500, 130.95 

2,051,621,952.83 
863,543,678.72 
79,683, 794.34 
17,484,601 24 
114,602,949.60 
343,816,873.83 

163,625, 212.80 

298,891,314.48 

941, 237,546.63 

225,120,462.77 
87,648,455.36 
47,796,755.46 

456, 625,221.79 
35,643,268. 16 
16,735,186.24 

7,159,5382.06 

27, 761,285.26 
1,263,507 ,518.42 
2,299,438.80 
6,056,210, 169.04 
197,757,088.83 
2,042,178.83 
1,688,299, 234.08 
12, 748,670.93 
15,402,831.83 
2,540, 167,064.83 
7,005, 768.59 

334,618 470.80 
13,721,352.18 

4,480, 225.72 

147,499, 782.82 

110,489 .431.95 
90,312,750.53 
86,049 613.41 

131,046,290.11 
74,725, 161.10 

130,055, 279.40 
18,909, 543.28 

4,462,519.14 








||$1, 161,305,900.27$1,516,712,588.71 $16,824,822,684.06| $978,341,615.45 || | $20,481,182,738.49 








the total banking resources of the trust com- 


moves down from fourth to fifth place, the 
panies, as follows: 


decrease of $482,586,000 in resources being 
gain  $852,020,800 accounted for chiefly by the conversion of the 
gain 271,122,752 Bank of Italy from the state bank and trust 
gain 135:983°418 company to national bank charter. Allow- 
decrease 482,586,694 ing for this transfer the other trust com- 
-— 199,848,610 panies of California registered substantial 
gains for the year. 
There are eight states where trust com- 


New York 
Pennsylvania 
Illinois 

Ohio 
California 
New Jersey 


$6,056,210,169.04 
2,540,167,064.83 


$14,966,540,899.69 


As compared with last year, California 
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F. J. BELCHER, JR 
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panies report over two hundred millions of 
resources and less than one billion, having 
combined resources of $3,284,293,000, and add- 
ing these eight states to the six states where 
trust companies report over one billion, it 
will be seen that more than 90 per cent of 
aggregate trust company resources are ac- 
counted for in fourteen states. The states 
having trust companies with total of more 
than two hundred million and less than one 
billion follow : 
1927 1926 

Massachusetts . $941,237,546 $888,697 ,668 
Missouri... e+. 456,625,221 474,738,376 
DONE cs win ccc nisdevenss eee 319,999.035 
Louisiana 343,816,873 340,370,095 
Rhode Island 334,618,470 311,041,056 
Connecticut 320,439,903 316,866,901 
Maryland .... 298,891,314 284,817,775 
Michigan 225,120,462 151,838,506 


Comparison with last year shows that 
Michigan trust companies have for the first 
time passed the two hundred million mark, 
while the trust companies of Florida show 
decrease from $218,648,394 tu $124,817,867 
Indiana passes Louisiana for third place in 
this classification and Rhode Island passes 
Connecticut for fifth place. 


New Avenues for Fiduciary Business 

The volume of individual and corporate 
trust held under administration by trust 
companies cannot be definitely stated owing 
to the fact that in all but three states they 
are not required to include such figures in 
their official or published reports. The latest 
official figures from Pennsylvania, where 
trust department totals are published, are 
illuminating. With banking resources of 
$2,405,674,000 held by the Pennsylvania trust 
companies on March 23, 1927, they reported 
on that date trust funds of $4,066,820,192 and 
corporate trusts of ¥ 5,916,575, 789. These to- 
tals show that in the state of Pennsylvania 
alone the trust companies exercise banking 
and fiduciary responsibility aggregating $12,- 
389,070,000 and that individual and corporate 
trusts represent more than five times the 


LANE D. WEBBER 
Vice-pres. and Trust Officer 


total of banking resources. With New York 
trust companies having much larger fiduciary 
as well as banking resources it therefore 
seems within conservative limits to estimate 
individual and corporate fiduciary business 
of all the trust companies of the country 
well over the one hundred million mark. 
That estimate is confirmed or rendered rath- 
er conservative by the fact that 85 per cent 
of all bonds listed on the New York Stock 
Exchange are issued under mortgages under 
which trust companies serve as trustees and 
that all listed securities require trust com 
panies and banks as registrar and transfer 
agents. It is well known that the vast bulk 
of all bonds and securities issued in this 
country require trust company protection in 
one form or another, 

New fields for further extension of both 
individual and corporate trust facilities are 
constantly materializing. Increase in na- 
tional wealth to over 420 billions with annual 
income placed by government authorities at 
90 billions, it is obvious that demand for fi- 
duciary protection, both under testamentary 
and living trusts, will be increasingly re- 
flected in total of trust department opera- 
tions. An increasing proportion of annual 
proceeds payable under life insurance pol- 
cies are bound to come under fiduciary cus- 
tody through the creation of life insurance 
trusts. New refinements in individual and 
living trust indentures broaden the scope of 
activity. In the corporate field the trust 
companies have experienced tremendous 
growth because of the great volume of new 
bonds and stocks issued by corporations. 
With the new regulations of the New York 
Stock Exchange admitting listing of foreign 
corporate securities the services of trust de- 
partments assume an international scope, 
particularly in view of the increasing invest- 
ment demand for foreign securities and the 
internationalization of American markets. 





Keep Him Thinking 


About His Will 


HINKING of what he can do for his 
family, his estate, through his Will. 

And only through his Will. Remind 
him tactfully, often enough—help him to 
make his plan—and his estate will probably 
come to your bank as Executor. “Through 
Your Will” is the theme of an effective 
trust campaign, found resultful by several 
trust officers, described here. If you would 
like a mail-demonstration of it, write to near- 
est office. 
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Folders, return cards 


and master book-- 
acomplete campaign 


WELVE monthly mailing 
folders remind the pros- 
pect that he can assure 
his family dependable income, 
safeguard his life insurance, 


keep his estate intact, provide 
management for it, through his 


Will. 


Illustrated return cards sug- 
gest that he ask for “Your Will 
and What It Should Contain,” 
a 16-page booklet that discusses 
provision for wife, children, dis- 
tant relatives, benevolence—in- 
surance trusts—inheritance and 


income taxes—inventories and 
marshaling of assets—ad interim 
safety and profit—final settle- 
ment. 


Now being used by a num- 
ber of well-known banks and 
trust companies. It will interest 
you. Ask for samples and com- 
plete information. 


PURSE PRINTING COMPANY 


CONTRIVERS OF PUBLICITY FOR BANKS AND TRUST COMPANIES 


CHATTANOOGA 


NEW YORK: 42 BROADWAY 


CPs TENNESSEE 
CHICAGO: 10 SO. LASALLE ST. 
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men 

have 

built —— 
an “*A,A.” business 

on protective service to banks 


In 1899, Messrs. Libanus M. and George 
W. Todd started to manufacture and sell 


Qanssinnnsstensinstnaenesesnnennrpeensasibiion 


LIBANUS M. Toop 


are added 
funds of 
business houses. 


the paper, 
circulating 


protection for the 


200,000 banks and 


a check protector—the Protectograph. A 
wood-shed was the first “factory.” 

Today the financial rating of The Todd 
Company is “AaAl,” the highest. 
great plants at Rochester 
cover six acres. 

More 
models 
need 


Two 
and Chicago 
million 
every 


than a 
for 


Protectographs— 


business and 


personal 
are in use in sixty-four nations. 
The Todd Check Signer—a new machine 
is everywhere being acclaimed as one of 
the greatest achievements in the modern- 
ization of business routine. Banks, invest- 
ment houses, municipalities and business 
organizations that issue checks in quanti- 
ties now the time their executives 
formerly wasted signing checks by hand. 
Todd Checks, which flash 
“VOID” the instant a forger’s acid touches 


Save 


Greenbac 


Bank depositors everywhere know Super- 
Safety Checks, which The Todd Company 
supplies to banks for their depositors. Bank 
ing institutions have found that these at- 
tractive checks bound with Antique Moorish 
Covers are a dignified sales asset that brings 
new depositors into a bank. The 
Supply Division of The Todd Company, 
which manufactures Super-Safety Checks 
and Antique Moorish Covers, conducts an 
advertising service that has been used by 


Bankers’ 


thousands of banks with gratifying results. 

Get in touch with a Todd representative 
The Todd 
Company. (Est. 1899.) 1152 University Ave., 
Rochester, N. Y. Sole makers of the Pro- 
tectograph, Super-Safety Checks and Todd 
Checks. 


or address an inquiry to us. 
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TODD SYSTEM OF CHECK PROTECTION 


The Protecte 

graph elim 

nates a large 
percentage of 

all check ’ 
frauds by pre fire 6 mab 


‘ , oct" bo o 
venting ratsed neo sSi¥aR | 2 
amounts 


It is loa aaers 
made in a va SEITE pase 
riety of stand 
ard models, one 
for every type 
of business—$37.50 up. For 
private use the Personal 
Protectograph at $20 has a 
nation-wide popularity. 


me 72 


| on 


date 


stant 


23th 


change 
and 
*“counterfeiting.”’ The in- 
the forger’s aci 
applied 


of the word “VOID” appear 


Todd Greenbac 
Checks, with 
their patented 
self - canceling 
features, elim 
nate another 
Major source 
of possible 
losses by 
if eventing 
of payee’s name, ere! 
number and Todd 


Standard For 


check 


users qualify f such 
bonds at large savings from 
i is the Metropolitan Casualty 
Insurance Company, New 

York. 


countless imprints 














HOW TRUST COMPANIES 


MAY FOSTER SOUND 


DEVELOPMENT OF INVESTMENT TRUSTS 


TESTS APPLIED TO MANAGEMENT, ORGANIZATION AND 
FINANCIAL STRUCTURE 


EDGAR LAWRENCE SMITH 


President, Investment Managers Company 


(Eprror’s Note: 


Sound investment trust organization and financing renders neces- 


sary the fiduciary protection provided by trust companies and banks as trustees or cus- 


todian of securities and as registrar and transfer agent. 


Because of such immediate 


contacts the trust companies and fiduciary banks are in position to exert a very strong 


influence in guiding the investment trust movement along conservative lines. 


describes in the 


Mr. Smith 


following paper, presented at the recent annual meeting of the Trust 


Company Division, the essentials of management, organization and of investments which 
should guide trust companies and banks in considering or accepting trusteeships or fiscal 


appointments for investment trusts.) 


O institutions are more favorably situ- 
ated to exercise sane control over the 
development of useful investment 

trusts in this country than are the trust 
companies here represented. A trust com- 
pany comes in contact with the investment 
trust at the time of its organization, when 
its organizers may still be advised and 
guided. Most investment trusts require the 
services of a trust company as trustee or 
custodian for their holdings of securities. As 
trustee, or as registrar or transfer agent, the 
name of a trust company is likely to appear 
upon the circular issued by an investment 
trust to the public. And it is incumbent 
upon trust companies to make sure, so far 
as they are able, that their names do not 
appear upon circulars describing investment 
trusts whose activities are likely to 
of doubtful service to investors. 

It is not to be expected that the respon- 
sible officers of all trust companies will reach 
similar conclusions as to the type of invest- 
ment trust that is to be preferred above 
other types. No rigid formulas can be sup- 
plied, no measuring rods nor acid tests which 
will automatically separate the 
vestment trusts from those of worth. 
Each one of us, then, must give sufficient 
thought to the subject to establish his own 
standards of comparison. 


prove 


useful in- 


less 


Counterparts in Financial Organization 


This is a difficult task if we focus our 
attention upon the multiplying details of the 
new offerings which seem to appear in end- 
less procession day after day. On the other 


hand, if we ignore the details and examine 
the situation broadly, we may regain con- 
fidence in our ability to form sound judg- 
ments, by finding ourselves, after all, upon 
more or less familiar ground. Perhaps we 
may find that it is the use of the term “in- 
vestment trust” that is new and that many 
of the essential functions of organizations 
using this title have long had their counter- 
parts in American financial institutions. 
Whenever funds, assembled from a large 
number of investors, are not employed di- 
rectly in the financial structure of an operat- 
ing company the intermediate structure is 
likely to present some of the aspects of an 
investment trust. 

Such an intermediate 
found in public utility holding companies, 
which in a sense are investment trusts de- 
signed to serve specific purposes. These pur- 
poses are economically sound and justify the 
creation of the holding companies. But some 
of the practices which have grown out of 
the opportunities for financial manipulation 
presented by the structure of the typical 
holding company cannot receive unqualified 
endorsement. They suggest one point of 
view from which we may be called upon to 
serutinize the structures of some of our 
newly organized investment trusts. 


structure is to be 


The Holding Company 
The holding company is only one of a 
large number of institutions which for many 
years have stood between the investor and 
the field of investment in which his funds 
are actively employed. Varying widely in 
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structure and purpose, all of them render 
some service to the investor as a justifica- 
tion for their existence. For example, the 
Alexander Fund has been faithfully serving 
investors in Philadelphia as a true invest- 
ment trust for a period of twenty years, yet 
only in the last year two has it been 
called an investment trust. For over six- 
teen years a similar fund has been managed 
for the benefit of the employees of a large 
electrical equipment corporation. Insurance 
companies have lately been styled invest- 
ment trusts, as have the security companies 
attached to some of our banking institutions. 


or 


Then we have had institutions such as the 
Mortgage Bond Company of New York, fol- 
lowing a precedent established by the United 
States Mortgage Company, which com- 
menced business under a charter granted in 
1871. This charter in turn was based upon 
an earlier European model. These com- 
panies engaged in the business of making 
mortgage loans and depositing them with a 
trustee as collateral for bonds issued to the 


public. 
Other organizations may be mentioned 
without exhausting the list of institutions 


long familiar to us which have some attri- 
butes in common with the investment trust 
for example, the Realization 
Company and the American International 
Corporation. All of these have come to pub- 
lic notice, some favorably, some less so. But 
in the background there have been in quiet 
operation for a long time, in Massachusetts 
and elsewhere, personal property trusts 
which conform more closely to the idea that 
is coming to be recognized as the true pic- 
ture of the investment trust. 


Asset 


—as, 


Common Sense Standards 

It is apparent, then, that the words “in- 
vestment trust” need not give us the im- 
pression that in considering an organization 
operating under this title we must abandon 
the common sense standards which have in 
the past enabled us to distinguish between 
sound and unsound undertakings. Technical 
knowledge of the economics underlying in- 
vestment may be broadening under the im- 
pulse of research. And this changing knowl- 
edge may call for new organizations, better 
adapted than the old to apply its principles, 
under proper safeguards, to the funds of in- 
vestors. But these new organizations can- 
not be relieved of the responsibility of con- 
forming to certain fundamental criteria 
based not upon Lew or complicated theories, 
but upon sound common sense. What, then, 
are some of these criteria, and how may we 
apply them in appraising an investment trust ? 
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Purpose and Management 
First of all, 


must 

We 
whether the 
concerned with 


an investment trust 

serve a purpose useful to the investor. 
should first try to determine 
organizers are principally 
providing sound investment management 
upon reasonable terms, or whether evidence 
is to be found that this is a secondary con- 
sideration, and that the organizers are in 
reality taking advantage of the presvit en- 
thusiasm for the words “investment trust” 
with the object of making quick and dispro- 
portionate profits for themselves at the ex- 
pense or at the undue hazard of the investor. 
that the of the 
appropriate to consider 
management is competent 
Is the management 


Having decided 
trust is useful, it is 
next whether its 
to achieve this purpose. 
such that we would willing to entrust 
our own funds to its care? This means that 
must be confident not alone of its com- 
petence, but also of its sincerity and integ- 
rity. Perhaps it will come about here as it 
has in Great Britain. After many sad ex- 
periences, the British, in appraising the 
merit of an investment trust, have learned 
to rely mainly upon the character and abil- 
ity of the men behind it. 


purpose 


be 


we 


And here we have one of the great diffi- 
culties of the present situation. The invest- 
ment trust has become popular. Security 


houses throughout the country are besieged 
by investors who wish to put some of their 
money into an investment trust. It natu- 
rally occurs to almost every one of these 
houses to organize an investment trust of 
its own. But dealers in securities are not 
necessarily the ablest conservators of capi- 
tal. Countless trusts are being formed by 
persons intent is sincere, but who 
have not had wide experience nor taken the 
time to study the experience of others in the 
management of investment portfolios. 


whose 


It is inevitable that a fair proportion of 
the investment trusts organized with the 
best intent, but with an insufficient back- 
ground of financial experience, will in the 
normal course pass into oblivion. In saying 
this, we need draw distinction between 
investment trusts and other forms of or- 
ganized effort, for every year a great many 
corporations disappear which were organized 
with high hopes of success. That this is so 
is no reflection upon the character of the 
individuals who promoted them nor upon the 
institution of corporate organization. It is 
merely unavoidable in human affairs. It 
is the way of nature. But so far as each 
of us is able, when called upon to in- 
particular investment trust, it 


ho 


one 
vestigate a 
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seems important that we should become sat- field, but also to those instrumentalities 


isfied as to the character of the management. 
and its ability to serve investors without 
hazard. The steps to be taken in this respect 
are similar to those of the usual credit in- 
vestigation. 
Field of Operation 

After satisfying ourselves with regard to 
the character of those who sponsor an in- 
vestment trust, we may next consider the 
field of investment in which it proposes to 
operate. An investment trust should operate 
in a field wide enough to provide ample 
diversification and to permit the shifting of 
funds from one industry or class of securi- 
ties to another, so that, when one industry 
or class of security furnishes a less favor- 
able opportunity for investment than an- 
other, funds may be transferred from the 
less favorable to the more favorable. 


If the field within which an investment 
trust is to operate is unduly restricted, the 
very of trusts which may have 
adopted the same field, coupled with the 
interest their activities may arouse among 
other investors, will tend to raise the price 
of securities in the restricted field to a point 
where they to attractive or even 
sound investments. In other words, by re- 
stricting their field too narrowly, they be- 
come defenseless against the unfavorable 
market situation which will inevitably re- 
sult from their own success. Such a dilemma 
already apparent in several groups of 
securities in the American market, and paral- 
lels a similar dilemma which at a 
time when British enthusiasm invest- 
ment trusts exceeded all reason. 


success 


cease be 


is 


arose 
for 


In appraising the soundness of an invest- 
ment trust, then, one cannot neglect to con- 
sider the effect upon the security market of 
its own activities, should they attain to any 
great proportions. This applies not alone 
to investment trusts operating in a limited 


which are devoid of any pretense at manage- 
ment and represent interests in an unchang- 
ing list of securities. These are the fixed 
list, bankers share, or trustee share units. 
If, under the skilled advertising methods 
sometimes employed in distributing these 
instruments, ever greater sums are collected 
for investment in a fixed list of stocks, it is 
not hard to see how.-the floating supply of 
some, if not of a majority of stocks in the 
fixed list will become so depleted that fur- 
ther purchases can be made only by paying 
exorbitant prices. This is the more likely 
to happen in that the same securities appear 
in the fixed lists of several organizations 
conducting national campaigns for the dis- 
tribution of their units. There is no deny- 
ing that a participation in a fixed list of 
securities is the easiest thing to sell. We 
can therefore await with lively curiosity the 
cumulative effect of the activities of this 
group upon the market for certain popular 
securities. 
Organization 


Let us, however, return to the serious con- 
sideration of the investment trust which is 
designed to apply management to the funds 
of numerous investors. After ascertaining 
that the trust has a wide enough field in 
which to operate’ effectively, strangely 
enough it may be desirable to learn whether 
or not this field has any limits. Some have 
argued that there should be no limits to 
the fields in which a given investment trust 
may operate, and no restrictions upon its 
management, if that management can qual- 
ify under the high standards which have 
been suggested as essential. And a very 
fair case can be made for this view. 

Yet an investor is entitled to know that 
the field in which an investment trust oper- 
ates bears some relation to the extent of the 
knowledge and experience of its managers, 
and to the size, character, and effectiveness 
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of the technical organization which they 
command in the management of the trust. 
If the field is world-wide, one must know 
that the trust operating in this vast arena 
has an organization conversant with the se- 
curity markets of the world, and that the 
men supervising the management are com- 
petent to act wisely upon the advice of this 
organization. There are advantages to be 
gained by transferring funds at intervals 
from the investment markets of Europe to 
those of the United States or of the Far 
East. But this cannot be wisely undertaken 
by an organization which is not effectively 
operating throughout the world. 


Structure of Trust 


Finally we come to the question of 
whether or not the structure of the trust is 
sound. This is so often given precedence in 
the discussion of investment trusts that 
what we have suggested as the more vital 
considerations are neglected. After becom- 
ing satisfied with regard to the factors which 
we have already discussed, one might he 
tempted to take it for granted that the struc- 
ture of the trust under consideration would 
be sound, because men who deserve to be 
entrusted with the responsibility of man- 
aging the funds of others are not likely to 
lend their names knowingly to an organiza- 
tion whose structure does not provide proper 
safeguards for the investor. Such men do 
not wish to profit at the expense of others, 
much less to manage the funds of others 
upon the contingent basis of sharing dispro- 
portionately in the earnings or profits re- 
maining after a conservative return has been 
paid on the capital provided. Such a basis 
has in the past encouraged speculative prac- 
tices that have not always proved success- 
ful. If they themselves have not provided 
a substantial fund as a protection to inves- 
tors, they will require only adequate com- 
pensation for services rendered. They may 
differ as to the manner in which they should 
receive this compensation, but on the whole 
one would not expect their charges to be 
exorbitant. 

We might, then, say to ourselves: “We 
are satisfied with the management—let us 
give them free rein to invest as they will 
and to charge for their services as they see 
fit.’ But the history of finance in general 
and of the investment trust in particular 
suggests the prudence of adopting a some- 
what less Utopian attitude. It was not in- 
vestors in trusts with obscure directorates 
who alone suffered severely in 1891-1892 in 
Great Britain. Therefore, even though the 
character of management will always re- 


main of first importance in the appraisal of 
an investment trust, its structure, as well 
as the restrictions imposed upon its manage- 
ment, must also be carefully considered. 


Financial Structure 

So many variants have appeared in the 
financial structures of our newly organized 
investment trusts, that an attempt to estab- 
lish classifications upon which to _ base 
generalities of approval or disapproval is 
more apt to confuse than to clarify. Each 
structure must be considered upon its own 
merits. Yet certain generalities are pos- 
sible, 

Our consideration of the financial struc- 
ture of a trust must always start with the 
sum of money which an investor puts into 
the trust, and our effort must be to deter- 
mine what value he receives, or is likely to 
receive, in return for his investment. 

With regard to those instrumentalities 
which we have referred to as fixed list, bank- 
ers or trustee share corporations, it is pos- 
sible to find the total market value of the 
securities which compose their units. This 
value should be compared with the price at 
which units are being offered to investors. 
A reasonable spread is of course necessary, 
to cover marketing expenses. But it is high- 
ly desirable to make sure that this spread 
is reasonable by taking the trouble to find 
out. Having discovered the actual spread, 
and having formed an opinion as to the gen- 
eral level of prices for the securities which 
appear in the fixed list, we shall have a 
basis for reaching our own conclusions as 
to the wisdom of investing in the particular 
units which we may be studying. 


Trusts With Varying Rights of Participation 

In considering trusts which have adopted 
the typical structure of the corporation by 
issuing bonds, preferred and common shares, 
with varying rights of participating in sur- 
plus earnings, we will find ourselves in a 
more familiar, though not necessarily a sim- 
pler field of investigation. There is no need 
to suggest that while these customary in- 
struments can be and are used to establish 
a just apportionment of earnings and assets 
among their respective holders, yet at times 
and in other connections the justice of the 
apportionment has not always been self-evi- 
dent. In considering this type of trust, one 
must know what contingent contracts may 
be held by the organizers—what options, if 
any, they have retained on unissued junior 
or deferred shares, what rights they have, 
and what discretion they may exercise in 
the creation of new securities. In most cases 
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where such options and rights exist, they are 
clearly defined. But even so it is not always 
easy to compute their eventual effect upon 
the division of earnings between investors 
and organizers, and to decide whether the 
division is just. 

Difficulties which may be encountered in 
attempting to analyze the offerings of in- 
vestment trusts from this viewpoint should 
not, however, be charged to the investment 
trust as an institution, for they constantly 
appear in equal or even greater degree, to 
confound those who attempt to appraise 
sound or unsound structures in every form 
of corporate security offering. 

Certificates of Beneficial Interest 

It is perhaps these very difficulties which 
have led to the organization of another class 
of investment trust in which the attempt is 
made to define the investor’s interest in un- 
equivocable terms. An investor in this type 
of trust receives a certificate of beneficial 
interest, upon which is set forth the amount 
subscribed and the proportionate part of the 
trust fund to which this subscription entitles 
him. Each subscriber 
separate voluntary revocable 
extent of the amount of his subscription. 
Under this structure, a separate account is 
kept of the earnings of the fund applicable 
to each separate certificate issued and these 
earnings are reported annually to each sub- 
seriber. 

An investor in a trust of this type may 
repossess himself of his proportionate part 
of the assets of the trust fund by presenting 
his certificate for redemption, and is as- 
sured under the terms of the trust indenture 
of receiving the current market value of 
these assets, subject only to specified 
charges. All the securities and all the assets 
of the total fund thus established are held 
in custody by a trustee and an entirely 
separate organization is authorized to man- 
age the investment and reinvestment of this 
fund, receiving for this service a stipulated 


creates in effect a 


trust, to the 


and limited fee. In these trusts, there is no 
difficulty in determining exactly what the 
investor’s interests are. 





Restrictions on Management 

There are several reasons why an invest- 
ment trust should, in the indenture or other 
instruments governing the trust, clearly define 
the field in which it is to operate, and through 
the introduction of specific restrictions indi- 
cate to the investor that it is well aware 
of the pitfalls and hazards which in the 
past have at times engulfed even well-inten- 
tioned investment trusts. Some of these 
restrictions are quite obviously desirable. 

It is obvious, for instance, that an invest- 
ment trust should, through proper restric- 
tions, ensure a reasonable diversification in 
the investments which it may hold at any 
one time. This is accomplished by establish- 
ing limits to the percentage of the total 
which may be invested in any one 
security. 


assets 


It is not so generally recognized that a 
limit should be placed upon the percentage 
which it is permitted to invest in any one 
industry. Similarly, in those trusts which 
operate in many countries, a limit should be 
placed upon the proportion of the fund 
which may be invested in any one country. 
The size of a company in which invest- 
ment is permitted is worthy of considera- 
tion. A company with a relatively large 
volume of securities outstanding is likely to 
have more earnest financial support if it 
should ever require such assistance. Fur- 
thermore, a broader market for its securi- 
ties is presented at all times. It is justly 
argued that some of the greatest profits 
have resulted from investments made in 
small companies, and this is true. But the 
mortality among small companies is heavier 
than in the larger units. At present in par- 
ticular, the tendency is for the larger units, 
able to install costly labor-saving equipment, 
to furnish smaller units with a type of com- 
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THE EASTON TRUST COMPANY 


EASTON, PENNA. 


Capital, Surplus and Undivided Profits $1,388,394.92 
Total resources over $9,266 ,447.86 


Trust Company Service for Corporations and Individuals. 
of legitimate banking. 





All branches 





petition that is very hard for the small unit 
to meet. 


Restrictions as to Securities 

An inyestment trust of the conservative 
type will contain restrictions against invest- 
ing in newly floated issues which have not 
established their market. History 
that an investment trust 
restrictions to preclude any 
bility that its sponsors may in time of stress 
be tempted to use the trust as a repository 
for securities which would otherwise find 
no market. And yet, if an investment trust 
is organized by a group of successful pro- 
moters or underwriters, and it is used to 
assist them in their business, it may prove 
to be extremely profitable for the subscrib- 
ers to its shares. Particularly will this be 
true in fair weather, when promotion profits 
are high and are obtained with a minimum 
of risk, and underwritings are universally 
successful. 3ut again we must turn for 
guidance to the history of the investment 
trust in periods of financial strain, periods 
when the sponsors of such a trust may be 
confronted by the alternative of allowing 
the trust to take over some of their un- 
marketable securities or of announcing their 
own insolvency. 

That is the kind of period which we must 
have in mind when we consider the merits 
of a trust sponsored and controlled by 
houses or groups active in the promotion of 
new financial structures and in the under- 
writing of securities. History suggests that 
a definite risk exists if such sponsors re- 
tain unrestricted freedom to deal with the 
trust on their-own account. On the other 
hand, the risk involved may be adequateiy 
offset by the opportunities for profit which 
such a trust offers to investors who could 
not participate in underwritings except 
through the instrumentality of a trust. The 
possible profits may offset the risk and 
where highly responsible financial organiza- 


again 
should 


possi- 


suggests 


contain 


tions sponsor such trusts, no doubt they do. 
But of this each one must be his own judge. 

The danger lies, perhaps, not so much in 
the nature of the business as in too wide 
an application of the term “investment 
trust,” which may lure an investor who is 
in reality seeking the safety of a true in- 
vestment trust into a more hazardous situa- 
tion. Perhaps we shall gradually develop 
a new terminology in which the use of the 
words “investment trust’ will denote an 
organization dedicated solely to the inves- 
tor’s interests, while we may use the title 
“promotion trust” or “underwriting trust” 
to define the somewhat different point of 
view of organizations conducting the types 
of business suggested. Some of the trusts 
which would fall into the promotion or un- 
derwriting category have clearly indicated 
in their corporate names the character of 
the relationship which exists between the 
trust and its sponsoring investment house. 


Acceptance of Trusteeship 

In conclusion, I should like to say that I 
am of the firm belief that certain functions 
of great service to the investors of the 
United States can be performed better 
through the instrumentality of a soundly 
conceived investment trust under respon- 
sible and competent management than they 
can be performed in any other way. I re- 
gard it, however, as a most fortunate cir- 
cumstance, auguring well for the future, 
that the trust companies are directing their 
attention to the rapid growth of the in- 
vestment trust idea in this country, for this 
growth is too rapid to be entirely healthy. 

There is no necessity for your trust com- 
panies to accept the trusteeship for any 
investment trust or otherwise to encourage 
its organization, until sufficiently familiar 
with the investment trust field to rely upon 
your own judgment as to whether a particu- 
lar trust for which you are asked to act is 
likely to bring credit or 
your company. 


embarrassment to 
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LOOKING AHEAD 


Webdeiincalatitiaten savas WS) 
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T the opening of a new year of service 
and opportunity, we wish to express to our 
depositors our appreciation of their past bus- 

iness. We hope that throughout the coming year they 
will make full use cf our facilities and personal co- 
operation. 

The Interstate is a bank of personal contact where 
all banking transactions can be transacted promptly 
and satisfactorily under the supervision of officers. 

The increased strength and service facilities of this 
institution enables us adequately to meet the banking 
requirements of customers both large and small. 

We hope you will not hesitate to call on us for any 
banking service. 


INTERSTATE 


TRUST COMPANY 


George S. Silzer, President 
59 LIBERTY STREET NEW YORK 
Member Federal Reserve System Capital and Surplus $5,250,000 


Franklin Office Bloomingdale Office 
Hudson at Franklin Street Lexington Avenue at 60th Street 
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American Banks 


protect their traveling depositors 


with the “SKY-BLUE” Cheque 


Thru a simple, profitable transaction, 16,000 American Banks 
have become the gateway to a world-wide service. 


Whether their depositor is headed for Indiana or India, these 
bankers can recommend the purchase of American Express 
Travelers’ Cheques because they know that:— 


1 The “sky blue” American Express Travelers Cheque is safe 
and usable money in practically every part of the world— 
often at better rates of exchange than a U. S. gold piece. 


2 Unless countersigned or exchanged for value, the American 
Express Company will make good to the depositor for any loss 
or theft of American Express Travelers’ Cheques. 


The “sky blue” Cheque entitles the depositor to the world- 
wide service maintained by the American Express thru its 
offices, representatives and Couriers in all travel centers. 


Besides the normal profit from the sale of Cheques, you too 
will find a tremendous good-will value resulting when you 
link your traveling depositors with this “Helpful Hand of a 
Great Service.” 


AMERICAN EXPRESS TRAVELERS’ CHEQUES 





TRUST 


THE FIRST HUNTINGTON 
NATIONAL BANK 


HUNTINGTON, WEST VIRGINIA 





-o n+. 


Complete— 


Commercial Banking Service 


Fiduciary Service 
oH IDs 
CAPITAL $2,000,000.00 


SURPLUS $1,000,000.00 


C. M. GOHEN, PRESIDENT 
C. A. BOONE, CAsHIER 
HOMER GEBHARDT, Trust OFFICER 





COMPANIES 


Approval of the “If you Make No 
Will” folder is indicated by 
its acceptance and use by over 350 banks 
and trust companies in thirty states. 
That it has produced more trust business for 
them is evidenced by the fact that more than 
twenty-five per cent have reordered, many 
several times. 
Write for samples and information 
regarding exclusive use in your city. 
No salesman will call. 


SrapLes & Srap.es, Inc. 
P. O. Box 929 Richmond, Va, 


BANKERS KEEPING PACE WITH BUSINESS 


HARRIS CREECH 
President, Cleveland Trust Company 


HERE can be no doubt that banks 

zenerally have increased their machin- 

sry for usefulness to business—literally 
as well as figuratively, for many a machine 
now performs banking functions that were 
done heretofore with brain, fingers and pen. 
Instead of waiting for distress signals, as 
some bankers have been charged with doing 
in the past, banks are forestalling such a 
possibility by inviting the most confidential 
and cordial relationships with their clients 
and manifesting a sincere and helpful inter- 
est in their merchandising problems. Unob- 
trusively, they have suggested improvements 
in production and marketing methods which 
may have meant the difference between profit 
and loss. Out of their broad experience in 
all lines, they have pointed out the possibili- 
ties of new products, new uses and new 
markets. 

Business men are taking advantage of this 
cordiality and are furnishing frequent state- 
ments of condition in their desire to have 
their banker become fully familiar with their 
problems, and thus be in position to be most 


helpful. The modern banker is not content 
with the old “rule of thumb,” the 2-1 ratio 
of quick assets to current liabilities, as an 
infallible standard for commercial loans. He 
does his best to judge the relative soundness 
of yarious companies according to the nature 
of their business. He has certain officers 
who are trained in the analysis of invento- 
ries. Perhaps he will have a man skilled 
in marketing, whose voice is heard in dis- 
count committee meetings. 

Every large bank with ample resources can 
and does lend money to sound enterprises; 
but there are some things even more valu- 
able than money. One of them is the close, 
confidential relation with banker and client 
where character and ability are recognized 
as an asset. It is a duty and a necessity 
for the large city bank to keep its resources 
liquid and adequate to the growing needs of 
its industries and distributing institutions. 
3anking has performed its part in the de- 
velopment of our communty and Cleveland’s 
progress has been greatly advanced by its 
huge financial resources. 
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Diversity in 
Trust Advertising 


Sate From 


Present the broad possibilities of | 7e/andof Chance 


trust work to your prospects through 
the use of this interesting twelve- 
piece series. Each piece cites an un- 
usual, concrete example of how your 
trust service can be used. To one 
institution in each city this series 
offers an outstanding ad- 


These folders fit a No. 
8 Government envelope 
with only one fold. Write 
to us for full details and 
prices. You will not be 


ol ligated. 





Dads | 
Wedding 
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vertising campaign. 


| THe Co..ins SERVICE 


1518 WatnuT STREET, PHILADELPHIA 


SIGNIFICANT FIGURES ON EARNINGS AND EXPENSES OF STATE 
BANKS AND TRUST COMPANIES 


Illuminating, to say the least, is the ex- 
hibit of earnings, expenses and dividends of 
the 1,309 state banks and trust companies, 
members of the Federal Reserve System, 
compiled and published by the Federal Re- 
serve Board, covering operations during the 
first half of the current year. Here we 
have a picture of banking operations with all 
its contrasts of lights and shadows, far more 
suggestive than a multitude of speeches at 
banker's conventions. 

First, there is the variation of net profits 
to capital and surplus as shown in different 
districts and computed on annual basis. The 
Boston district trust companies and state 
bank members, for example, have a percen- 
tage of 12.9, showing marked increase from 
8 per cent for last six months of 1926 and 
10.3 per cent for first six months of last 
year. New York institutions report the larg- 
est earnings for this year of 14 per cent; 
Philadelphia, 11.2 per cent; Cleveland, 10.6 
per cent; Chicago, 10.7 per cent and the 
lowest percentage in Minneapolis district of 
7 per cent. Average for all member state 
banks is 12.1 per cent, which about equals 
last year’s performances. 


Of the total of $406,801,000 gross earnings 
the largest revenue, or $222,273,000 is se- 
cured from loans; followed by $80,432,000 
income on investments with trust depart- 
ment earnings placed at $18,775,000. Of 
total expenses of $294,563,000 the largest 
item of $81,536,000 is for salaries and wages; 
$69,310,000 for interest paid on time de- 
posits; $37,679,000 on demand deposits. Re- 
coveries on charged-off and losses 
charged off bring net addition to profits for 
the first six months of this year to total of 
$95,270,000. Dividends paid on _ stock 
amounted to $54,165,000 of which New York 
district accounts for $23,930,000. Total capi- 
tal and surplus of $1,574,617,000 is employed. 
Figures for the San Francisco district de- 
duct earnings and expenses of Bank of Italy. 
which has taken out a national charter. It 
is interesting to note that while bank stock- 
holders received in dividends, $54,000,000, 
about three times that sum, or $158,000,000 
of earnings went into interest on deposits 
and tax payments of $20,235,000. The ex- 
hibit also shows the marked tendency to in- 
crease demand deposits. 


assets 














CROSS SECTIONS FROM ACTUAL TRUST DEPARTMENT 
EXPERIENCE 


WHEN THE CORPORATE EXECUTOR AND TRUSTEE INHERITS POTENT!AL 
LIABILITIES 


JUDGE H. L. STANDEVEN 
Vice-president and Trust Officer, Exchange Trust Company, Tulsa, Oklahoma 


(Eprtor’s Nore: In assembling the material for an address at the last Mid-Continent 
Trust Conference, Judge Standeven invited trust officers of a number of long-established 
trust companies to communicate some of their actual experiences in illustrating the dan- 
gers and unforeseen liabilities that only too often arise in the acceptance of individual or 


corporate trusts and in administering or settling an estate. 


Some very instructive cases 


were cited, as described and commented upon by Judge Standeven in the following con- 


tribution. ) 


OTENTIAL liabilities and hazards at- 
tending fiduciary administration can- 
not be too much emphasized. The re- 
sponsible trustee or executor does not seek 
to avoid responsibility and is properly held 
accountable for its own negligence or mis- 
management. He is obligated, nevertheless, 
to protect both his own and the beneficiaries’ 
interests against unforeseen pitfalls or pos- 
sible dangers and losses. In actual practice 
the trust companies have sustained relative- 
ly few losses from legal pitfalls and their 
record is a tribute to the high degree of in- 
tegrity, fidelity and ability with which huge 
volumes of trust business is handled. 
Granting all necessary qualifications, dili- 
gence and administrative ability or foresight, 
there are plenty of instances in actual ex- 
perience which demonstrate that such po- 
tential liabilities and pitfalls cannot be ap- 
prehended, although such experience may 
furnish guiding marks for others. Following 
are a few of such outstanding examples ob- 
tained from the actual experiences of promi- 
nent and active trust officers. 


Withholding Fluctuating Security 
(a) An attempt was made in an estate ad- 
ministered by a company to surcharge the 
company, as executor and trustee under the 
will of the decedent, for the depreciation in 


the value of stock of a railroad company. 
Between the date of the death of the de- 
cedent and the proceedings taken to charge 
the company with fault in not disposing of 
the stock, the stock enhanced somewhat in 
value from the appraised value and then de- 
clined. 

The security was listed the 


upon New 


York Stock Exchange and in defense of the 
proceeding evidence was introduced to the 
effect that, notwithstanding that, the security 
had advanced in value during the adminis- 
tration of the estate when the security would 
advance or fall in value. Careful attention 
was given to it and even when it did reach 
the peak price there was a diversity of opin- 
ion as to whether or not it had attained its 
probable maximum value. Therefore it was 
not sold at the price which afterwards was 
recognized as its highest. 

The facts disclose that there was no care- 
lessness and, likewise, that there was no 
censurable fault of judgment. It was merely 
an instance of a security varying from time 
to time with what appeared to be good pros- 
pects of an ultimate substantial increase in 
value. This seeming opportunity for increase 
was sufficient in the opinion of the court to 
justify the withholding of the sale. 

It is a case which illustrates hazard of 
withholding a security which does fluctuate, 
notwithstanding that had it been sold within 
even a few years after the death of the de- 
cedent, the loss would have been quite con- 
siderable to the estate. It also illustrates the 
dependence of the administration upon the 
opinion of the court, for, while in this in- 
stance the action of the trustee was sus- 
tained, the court might have taken an ad- 
verse view and the trustee therefore sur- 
charged for a substantial amount. 


Auditing of Accounts 
(b) Another case, which however did not 
advance to court action, but which for some 
time threatened to do so, resulted from an 
audit, after maturity of children, of the ac- 
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counts of the company. The estate had been 
in the trusteeship from the infancy of a 
brother and sister and, at the time of the 
distribution of the estate which was after 
the marriage of both beneficiaries, the final 
account was submitted for review and ap- 
proval. Instead of approving the account, 
the audit for the beneficiaries disclosed that 
some of the assets of the estate had been 
invested at rates varying from 4% to 5 and 
5% per cent. At the time of the audit the 
current rate was about 6 per cent. 

The effort was made to compel the com- 
pany as trustee to account to the beneficia- 
ries for an increased rate of income. The 
beneficiaries were residents of another state, 
a section of the country where the prevailing 
current rate of interest was from 1 to 1% per 
cent more than at the place of the adminis- 
tration of the trust. To convince the bene- 
ficiaries that the rates accounted for were 
current at the time of the investments re- 
quired considerable research with a corre- 


sponding loss of time and considerable ex- 
pense in obtaining substantiating evidence. 


Distribution of Personal Property 

(c) Another case which threatened for 
while to cause some loss developed out of 
situation substantially as follows: 

The estate of the decedent consisted of 
both personal and real estate. The real es- 
tate was of considerable value, being a build- 
ing located in the business section, and, at 
the time of his death, well leased. It was 
encumbered. His personal property was suf- 
ficient to discharge all the debts except the 
encumbrance on the real estate. The note 
evidencing the encumbrance on the real es- 
tate was signed by the decedent and, under 
the laws prevailing in that jurisdiction, the 
personal property of the decedent was sub- 
ject first to the discharge of the indebtedness 
of the estate. The real estate was placed in 
trust for the life of one of the beneficiaries 
with the privilege of one of the other bene- 
ficiaries authorizing the sale of it after the 
expiration of a designated period. The will 
provided further that, after the payment of 
the debts of the decedent, the personal prop- 
erty should be distributed equally among 
the beneficiaries and it expressly directed 
that the sum of $3,000 be paid to one of these 
beneficiaries promptly after the death of the 
decedent. 

The beneficiary entitled to the said bequest 
was in such circumstances that, being de- 
prived of the support of the decedent, her 
necessities, because of severe and expensive 
illness, made a most urgent demand for the 
payment of the bequest. It was, therefore, 
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paid to her. Later the other beneficiaries 
wished advances and, at about the time of 
the preparation of the final account, demand- 
ed the distribution of the residue of the per- 
sonal property among themselves. 

The question became acute as to whether 
or not the excess personal property should 
be applied to the discharge of the indebted- 
the real estate rather than 
distributed to the beneficiaries. The authori- 
ties, as so often occurs, were divided. No 
one in interest wished the will referred to 
the court for construction because of the de- 
lays and costs of such action. 

However, for a while it seemed 
that the beneficiaries who had employed 
counsel would consent to furnish bond to 
safeguard the executor of the estate in case 
he consented to make the distribution of the 
residue of the personal property. The be- 
quest of $5,000 had already been paid and 
until the case was finally adjusted by a bond, 
the executor was in the uncertain position of 
having to refund the said sum to the estate. 


ness secured on 


doubtful 


Right of Trustee to Give Stock Option 

(d) A trust company as trustee under a 
will sold a large block of stock of a mining 
company (which is clearly not a proper asset 
for a trust estate) at a good price, in fact 
one that could not have been obtained for 
said stock either before or since. The sale 
of this stock, however, was negotiated by 
giving a responsible broker an option on the 
stock held, upon the strength of which op- 
tion he secured other stock of this company 
and eventually sold the entire amount thus 
secured by him, including the stock in the 
trust estate, to another corporation. 

The beneficiaries of this trust many years 
after this transaction took place raised the 
issue as to whether or not the trustee had a 
right to give an option, the provisions of the 
will authorizing the trustee to sell, but be- 
ing silent as to the right to give an option. 
The beneficiaries took exception to the sale 
for the reason that the broker naturally 
made a profit on the sale and they felt that 
the difference between the option price paid 
the trustee and the price obtained by the 
broker was too great. 

This was a case where a trustee did ex- 
cellent work in disposing of the stock at an 
excellent price. The market for the stock 
was created almost solely by the trustee, 
and under no circumstances could one imag- 
ine the trust estate being benefited more than 
by the sale consummated by the trustee. 
Nevertheless, the trustee was obliged to carry 
this matter to the Supreme Court before it 
could get a decision approving this trans- 
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MONTCLAIR — Where New York Bankers Live! 


On the mountainside overlooking the city, fourteen miles distant. 


Lackawanna and Erie railroads. 
for its beauty and fine homes. 


Excellent civic features, schools, etc. 
The ideal residential town! 


Served by 
Famous 


Correspondence Invited 


MONTCLAIR TRUST COMPANY 


MONTCLAIR, NEW JERSEY 
Resources Over $15,000,000.00 


The Supreme Court held, inciden- 
tally, that the trustee had a right in this in- 
stance to give an option, and further that 
there was no bad faith or mismanagement. 

When Trust Companies Inherit Trouble 

(e) A trust company inherited, as execu- 
tor, the largest olive packing and distributing 
business ‘in its state and soon after becoming 
an olive packer a number of people were poi- 
soned by improperly packed olives, some of 
which issued from its plant, and the trust 
officer was hailed before the Board of Health 
and fined as a criminal for not properly 
As a matter of fact, he had 
never seen a can of olives packed in his life. 

In another case, the trust company inher- 
ited, as executor, some oil wells, one of 
which unexpectedly and for no accountable 
reason, ran amuck and exploded in a burst 
of gas and flames which set fire to adjoining 
buildings and plants. At the cost of much 
money the trust company discharged its po- 
tential liability by compromise because of the 
fear of the result of litigation. 

In another estate the trustee became pos- 
sessed of irrigation ditches and had insuffi- 
cient water during dry years to supply all 
those who had acquired a right to service. 
The potential liability caused the trust of- 
ficers much worry, many hours of 
tions, and some money. 

In another case the trust company inherit- 
ed a copyright to a story and subsequently 
learned, to their sorrow, that a portion, if 
not the major part of the work was plagia- 
rized and they had to refund all of the roy- 
alties to the rightful owner of the literary 
child. 

Up Against the ‘Dry’ Amendment 

(f) A prominent trust officer in another state 
relates the following: “Several years ago, be- 
fore prohibition became nationwide, we were 
appointed trustee under a will, part of the cor- 
pus of the trust consisting of stock in a brewing 
company. At the time the stock was declin- 


action, 


packing olives. 


negotia- 


ing in value and we held the stock in the 
hope of being able to realize a larger amount 
then we could at the time we were appointed 
trustee. The stock continued to fall in price 
and finally sold. The remainderman 
then sued us to the but the 
court held not liable. 

“We were appointed trustee under a will 
in succession to the trustee named in the 
will who resigned the office. The will gave 
the trustee authority to sell real estate. Act- 
ing on the advice of counsel, we sold some 
real estate on the theory that the power 
given in the will passed to the successor trus- 
tee. One of the beneficiaries started a suit 
to set aside the sale. The Supreme Court 
held the sale to be a valid one, basing its 
decision on other circumstances in connec- 
tion with the sale, but without passing on 
the question of whether the authority given 
to the trustee in the will, namely to sell prop- 
erty, carried this authority to the successor 
trustee. We might have been liable 
considerable amount of damages 
court heid otherwise.” 

An ever-present liability occurs in cases 
where personal assessment is made on an 
estate early in spring, but the tax is not 
due until fall. In such cases the fiduciary 
may be personally liable for the tax if it 
closes the estate or makes distribution be- 
tween the time when the assessment is levied 
and the taxes are payable. 

In the case of an assignment of his income 
by a life tenant, the fiduciary may subject 
itself to liability if it continues to make 
payments to the assignee after the death of 
the life tenant. Frequently, the contact be- 
tween the fiduciary and the life tenant is lim- 
ited and there would be no way of the fidu- 
ciary learning of the death of the life tenant. 
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The City Bank Trust Company of Syra- 
cuse, N. Y., has obtained approval to in- 
crease capital from $2,500,000 to $3,000,000. 
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His Directors Co-operate 


The president of a Middle Western bank found himself with 
a board of directors including several leading citizens who 
were unfamiliar with banking problems and therefore unable 
to give him the assistance which may be expected from 
seasoned bank directors. 


Out of an experience of 58 years as counsellor in such situations, 
we were able to suggest to this banker the development of 
certain reports and other material, which have given his new 
directors a welcome insight into the problems of the bank 
and have won for him their intelligent co-operation. 


We invite you also to utilize the broaa experience and 
helpful counsel which our correspondents uniformly enjoy. 


— 
1 
1869 Sg Tieae 1927 


FREDERICK H. RAWSON HARRY A. WHEELER 
Chairman of the Board President 


Craic B. HAZLEwWooD 
Vice-President 


UNION TRUST COMPANY 


CHICAGO 

















DANGERS INVITED BY CORPORATIONS TRANSFERRING 
THEIR OWN STOCK 


FIELD FOR MORE INTENSIVE TRUST COMPANY CULTIVATION 
F. H. LAUGHER 


Assistant Trust Officer, Anglo-California Trust Company of San Francisco and 
Secretary, Associated Trust Companies of Central California 


(Eprror’s Note: The hazards and liabilities to which corporations expose themselves 
in transferring their own stock are not merely conjectural or abstract possibilities, but 
very real when the record of litigation and of adverse judgments by courts is brought 


to light. 


There are still some of the largest industrial and railroad corporations which 


maintain their own transfer offices despite the convincing logic and needless responsibility 
which must urge upon these managements the greater safety and economy of enlisting 


experienced transfer services of trust companies and banks. 


The following argument 
g ¢ 


deserves to be widely circulated among corporations which persist in carrying their own 


transfer machinery.) 


ITHIN the last thirty years corpo- 
rate financing in the United States 
has increased about 300 per cent 
and it has come to a point now where even 
the grocery stores are becoming incorporated 


and having their stock listed on the Ex- 


change, in the same manner as railroad com- 
panies and other large business enterprises. 


Along with this tremendous increase in cor- 
porate financing have grown the trust com- 
panies, rendering their trust services, in the 
capacity of trustee under bond and 
transfer agent for stock issues. 

The transfer of stock certificates, although 
given little thought in the past by corpora- 
tions, is rapidly becoming a very important 
subject with corporate officials who realize 
the responsibility attached to such a service. 
In many cases these corporations are ap- 
pointing trust companies agents to transfer 
their stock; but in other instances corpora- 
tions are transferring their own stock. It is 
this latter group that offers the field for the 
trust companies if such corporations are ap- 
proached and shown the advantages that 
would accrue to them by such an appoint- 
ment. This brings us to the question of just 
what the trust companies do and what ad- 
vantages they have over the corporation in 
regard to transferring stock. 


issue 


Superior Trust Company Equipment 

Most trust companies are doing transfer 
business and this constant dealing with the 
various situations that are bound to arise 
has experienced them in the service and 
equipped them with a faculty for meeting 
the routine that only those with such ex- 


perience can develop. Their personnel is 
thoroughly trained in the respective duties. 
Bank and trust company employees are more 
capable in their work than the average office 
man because of the fact that both bank and 
trust work requires intelligent, careful and 
accurate workers. 

By applying high-class men to this busi- 
ness it is done in a systematic, accurate and 
neat manner. A trust company maintains 
an absolutely accurate record of the stock- 
holders, which record is audited at certain 
intervals and kept in an orderly condition 
and proved regularly, no matter how large 
or how small the stock ledgers of a corpora- 
tion may be. 

As to actually transferring title to shares 
of stock evidenced by certificates, the trans- 
fer agent is required to interpret court or- 
ders, wills, deeds of trust and bills of sale. 
He must be familiar with the law regarding 
the powers of execution and administration 
and he must be familiar with laws regarding 
inheritance and stamp taxes. Who is bet- 
ter equipped than a trust company to pass on 
such important matters, where timeis a most 
important feature? 


Prime Advantage of Trust Service to 
Corporations 

Within the last few years both national 
and state legislation have added to the diffi- 
culties of corporations transferring their own 
stock by reason of the enforcement of stamp 
taxes and estate taxes. By reason of such 
regulation it has become unlawful to transfer 
certificates of stock without first having af- 
fixed the proper amount of documentary 
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stamps thereto, and in the case of a deceased 
stockholder, extreme care must be exercised 
to see that any inheritance taxes due the 
Government have been paid and a waiver 
obtained. 

The most important advantage gained by a 
corporation in appointing a trust company 
to transfer is its absolute release from lia- 
bility for poor judgment, error or inexperi- 
ence in transferring, which liability is as- 
sumed by the trust company the moment 
of its appointment. The average business 
man cannot realize the tremendous impor- 
tance of this feature just suggested and to 
show how far and for what reasons this 
liability accrues consider a few of the nu- 
merous cases that have arisen in the courts 
of the United States, wherein corporations 
doing their own stock transferring have come 
in contact with the law and have found that 
it is quite expensive to learn the art of stock 
transferring this way. 


Some Notable Court Decisions 


The Supreme Court of the United States 
held, in the case of St. Romes vs. Levee 
Steam Cotton Press Company reported in 
127 U. 8S. 614, that where a corporation is- 
sues new certificates to one by reason of a 
forged endorsement, the true owner need not 
pursue such purchaser, but may proceed di- 
rectly against the corporation alone, to com- 
pel it to replace his stock, or to pay its 
value. 

Again, in Lowry vs. Commercial Bank, the 
same court said: “A corporation is bound 
to use proper diligence to protect everyone 
from unauthorized transfers of its stock and 
is liable for any loss sustained by reason 
of the negligence of its officers therein.” 


These two cases clearly establish the lia- 
bility of a corporation for an erroneous or 
wrongful transfer, even going so far as to 
say that the corporation has no defense in 
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J. J. PETTUS, Assistant Cashier 

E. J. McAULEY, Assistant Cashier 
JOHN D. TERRELL, Auditor 


claiming that the one who received the stock 
is the one who should answer. 


Not so long ago a certificate of stock to- 
gether with a power of attorney, presumably 
authentic, was presented to the secretary of 
a corporation for transfer and assuming that 
the endorsement appearing thereon was in 
order, he proceeded to issue a new certifi- 
cate. This was the case of Chew versus 
Bank of Baltimore, reported in 14 Maryland 
299, and the court in handing down its de- 
cision said: “If a corporation permits a 
transfer of stock to be made under a power 
of attorney, it takes the risk of its validity 
and it is liable in the case of a forged pow- 
er.” 


Ruling by Supreme Court 


This point is made stronger in what is the 
leading case on the subject, having been ad- 
judicated in the Supreme Court of the Unit- 
ed States and concerning a company whose 
name is familiar to everyone—the Western 
Union Telegraph Company vs. Davenport, 97 
U. S. 369. There the telegraph company, 
assuming that the endorsements appearing 
on the certificates were proper, transferred 
the stock and later were sued by the right- 
ful owner, who proved that the certificates 
were stolen and the endorsements appearing 
thereon were forgeries. This is what the 
court said: “Forgery can confer no power 
nor transfer any rights. The officers of the 
company are the custodians of its stock 
books and it is their duty to see that all 
transfers of shares are properly made. If 
upon presentation of the certificates for 
transfer they are at all doubtful of the iden- 
tity of the party offering it, or if not satis- 
fied with the genuineness of the power of 
attorney produced, they can require the 
identity or power to be satisfactorily estab- 
lished before allowing the transfer to be 
made.” 
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This bit of experience cost the telegraph 


company the value of 1170 shares of stock 
and is more authority to show that no mat- 
ter how careful, no matter what good inten- 
tions corporations may entertain in trying 
to avoid liability, if they are the least bit off 
their guard, they must pay for their mis- 
takes, 

This burden of extraordinary care also ap- 
plies where a request to transfer a certificate 
is made by the holder, and the corporation 
thinking it has good grounds, refuses a trans- 
fer of such shares. The liability is just as 
strictly enforced in these cases as in those 
formerly cited. A secondary and very impor- 
tant advantage gained by corporations ap- 
pointed trust companies to transfer their 
stock is that of economy, 

Therefore, when consideration is given to 
the economy of appointing, as transfer agent, 
a trust company, which necessarily means 
neat and accurate records with an efficient 
service to the stockholders, coupled with re- 
lief from the penalties and liabilities of the 
law, it is evident that more corporations 
should take advantage of these facilities and 
trust companies should actively go after this 
business which is but awaiting the proper 
approach, 


LIFE INSURANCE TRUST IN THE 
“MOVIES” 

“Vanishing Fortunes,” is the apt title of a 
two-reel movie thriller which had its pre- 
mier recently before several thousand guests, 
including business men, bankers, publishers 
and life underwriters, at Asheville, Winston- 
Salem and Raleigh, N. C. The enthusiastic 
reception gives promise that this “movie” pic- 
ture will prove to be the piéce de resistance 
in arousing public attention to the creation 
of life insurance trusts. The story and scena- 
rio are intended to visualize the why and 
wherefore of the life insurance trust. The 
production is credited to the Phoenix Mutual 
Life Insurance Company which has been con- 
ducting a vigorous national campaign to pop- 
ularize life insurance trusts as the instru- 
mentality that will protect life insurance 
beneficiaries, who receive every year more 
than 400 millions of proceeds, of which 90 
per cent swiftly flows into strange pockets. 

The premier performances of the picture 
were sponsored by the Wachovia Bank & 
Trust Company of Winston-Salem, N. C., 
which has energetically pushed life insur- 
ance trust business and cooperation since 
1923, under the whole-hearted direction of 
the president, Col. F. H. Fries. 
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CARELESS BONDHOLDERS LOSE MILLIONS THROUGH 
FAILURE TO MAINTAIN SAFEKEEPING OR 


CUSTODIAN 


ACCOUNTS 


GLARING INSTANCES OF NEGLECT DEMONSTRATE ADVANTAGES OF 
EXPERIENCED TRUST COMPANY SERVICE 


ARTHUR M. DeBEBIAN 
Advertising Manager, Equitable Trust Company of New York 


SASONS for urging upon a diffident 

public the need of maintaining cus- 

todian or safekeeping accounts with 
trust companies and banks have never be- 
fore been so startlingly confirmed as by 
the heavy losses sustained by negligent in- 
vestors in connection with recent refunding of 
Government Liberty Loans and failure to ex- 
ercise valuable conversion privileges offered 
to holders of corporation and railroad securi- 
ties. The habit of procrastination among 
Americans in regard to making wills seems 
to go hand in hand with neglect in devoting 
proper attention to investments. In the case 


Help in figuring 


of the former there is the inevitable after- 
math of suffering, of wasted estates and of 
misdirection where the head of the family 
passes away without putting his house in 
order. In the case of neglected or slumber- 
ing investment accounts there is the record 
of millions in interest lost on called bonds 
and unclipped coupons as well as_ the 
thoughtless and inexcusable rejection of 
profits to be gained by exercising conversion 
privileges and by collection of income or 


principal when due. 
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in trust company or fiduciary service than 
that which may be developed by emphasizing 
the value of custodianships and safekeeping 
facilities. The experience of trust companies 
and banks which have given due attention to 
this type of publicity almost invariably has 
shown ready when attention has 
been directed to instances of loss which are 
sufficiently frequent to provide an abundance 
of advertising material. The wide diversion 
of securities, especially since the war time 
distribution of Liberty and Victory Loan 
bonds, imparts greater pointedness and popu- 
lar value to custodian and safekeeping serv- 
ices, 

Refunding of the Second Liberty Loan 
4%s and the call for redemption on Novem- 
ber 15th of outstanding bonds, again serves 
as a commentary upon the apparent care- 
lessness of widely scattered holders of gov- 
ernment securities as well as investors in 
corporation stocks and bonds to avail them- 
elves of the privileges and returns to which 
they are entitled. It is hardly conceivable, 
but true that there are today concealed in 
musty bundles, stockings, forgotten caches 
or probably lost and destroyed, over 100 mil- 
lions of dollars worth of gilt-edged United 
States Government bonds which have ma- 
tured and on which interest 
months and years ago. 


response 


has ceased 
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After the war millions of dollars worth 
of Victory notes and War Savings certificates 
were held long after interest on them had 
stopped and the same carelessness has been 
evident in the failure of holders of Second 
Liberty Loan 4%s to either exchange these 
bonds for Treasury 3% per cent notes on 
the expiration date of September 29th, or 
redeem the bonds for cash on November 15th. 
Although Secretary Mellon had given notice 
as early last Spring that these bonds 
would be exchanged for interest bearing 
Treasury notes, there remained on September 
Ist a total of $1,200,000,000 of these bonds 
which had not been exchanged. 

While the bulk of holders ‘have availed 
themselves of exchange privileges there are 
doubtless many millions of bonds which 
have not been turned in prior to expiration 
of exchange date with a large residue of 
holders who will continue to hold the bonds 
after interest has ceased. Experience with 
the latest as well as previous Government 
loan refunding operations is that the losses 
almost invariably fall upon smaller holders 
who are unfamiliar with investments and 
therefore least able to sustain such losses. 

Large Volume of Bonds Called 

How important it is to impress due care 
upon the investment public may be gathered 
from the fact that during the first eleven 
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months of the current year a total of $2,229,- 
013,000 government and corporation 

have been called for redemption including 
$830,000,000 unconverted Second Liberty 
Loan 4s and 44s called for redemption No- 
vember 15th. When the record for the year 
is completed it will doubtless be shown that 
many millions have been sacrificed by hold- 
ers of government and corporate obligations. 


bonds 


A few of the more flagrant examples of 
investment neglect may prove of interest. 
Aside from millions involved in failure to 
convert or cash in on government obligations 
there is the loss of interest on $7,000,000 of 
Federal Farm Loan bonds which were called 
for redemption last May and which, after 
half a years’ loss of interest, have not yet 
been surrendered. 


Some Illuminating Examples 

Last September the newspapers carried 
the announcement that holders of about $550,- 
000 of 5% per cent convertible debentures of 
the International Telephone and Telegraph 
Company sustained a loss of over $71,000 
by neglect to avail themselves of valuable 
conversion privilege. Prior to conversion 
date each $1,000 bond had a value of $1,180 
which was reduced to cash value of $1,050 
after date when interest ceased. 

Another recent instance is where owners of 
some $300,000 Erie Railroad Company gener- 
al convertible mortgage 4 per cent bonds 
failed to exercise their options to convert 
their holdings into common stock. The con- 
version privilege was exceptionally valuable 
inasmuch as each bond had a value of $1,200 
but was worth only $860 to those holders 
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who did 
common 


not exercise the option to secure 
stock in exchange. 

In the same eategory is the loss of $500,000 
sustained by holders of Chesapeake & Ohio 5 
per cent bonds who neglected to present their 
bonds for conversion. Another similar loss 
was that suffered by stockholders of the Le- 
high Valley Railroad Company who failed 
to take opportunity to exchange their stock 
within the required time limit for stock of 
the Lehigh Valley Coal Company under the 
segregation plan of these two companies as 
ordered by the United States Supreme Court. 
Owners of 18,000 shares lost by their delay 
the sum of $600,000. An interesting side 
light on the subject of individual versus cor- 
porate administration of estates was the ex- 
cuse sent in by the executor of an estate 
holding 120 rail shares that he “was away 
and ill.” His alibi did not prevent, however, 
a loss of $10,560 to the estate, something 
that would not have happened if the estate 
had been in the hands of a trust company 
or bank. 


What an Investment Analysis Revealed 

The roll of such losses if pursued for a 
period of years would doubtless reveal that 
negligent investors have lost many millions 
in depreciated securities because of failure 
to convert. Almost invariably the market 
price of securities which have been uncon- 
verted reflect such losses so that the investor 
has no recourse but to accept the penalty 
for his delay. 

A New York investment house recently 
conducted an analysis of the security hold- 
ings of 612 investors to ascertain how many 
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investors actually receive the entire yields 
from their securities. These holdings ranged 
from $10,000 to $2,000,000. Only 31 of these 
612 investors, or one in each twenty, were 
actually receiving entire income while the 
others sustained losses because of inattention 
to call features, conversion privileges, tax 
position and proper diversification. 


Even those versed in investments are not 
immune from losses. There is the actual 
case of the vice-president of a great corpora- 
tion who died and when his safe deposit box 
was opened it was found to contain thou- 
sands of dollars worth of bonds which had 
never been clipped and deposited, most of 
which were long overdue. He was “just too 
busy.” In one bank in New York there is 
lying idle $1,683,100 worth of bonds whose 
owners failed to redeem them when they 
became due, incurring a loss of nearly $100,- 
000 a year in interest if the money had been 
working at current rates. 


Expert Service Developed by Trust 
Companies 


There is no doubt that few security hold- 
ers would take the time, trouble and risk of 
managing their investments if they under- 
stood the value and realized at how low a 
cost safekeeping and custodianship services 
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are provided. An exceptionally good piece 
of publicity put out by one of the larger trust 
companies of New York stressed the low cost 
of its custody service, giving annual fees and 
with minimum fee of $25 for an account. 
Not only does this kind of service compre- 
hend attention to all call, conversion and 
exchange requirements, the prompt clipping 
and depositing of coupons, exercise of rights 
in ease of capital increases or adjustments 
and similar elements demanding vigilance, 
but there is also the advantage of expert in- 
vestment advice in selection and diversifica- 
tion of securities. Many times the cost of 
such service is repaid by analysis of securi- 
ties to avoid needless tax burdens in view of 
the multiple taxation. 

Nearly every progressive trust company 
now has a special committee to pass on in- 
vestments. It also provides tax specialists, 
appraisers and every facility which should 
induce investors to establish safekeeping or 
custodian accounts. Particularly does this 
apply to widows who inherit property or se- 
curities and who are unversed in investment 
technicalities. As to the “retired” business 
man who wants to be relieved of financial 
worries, there is no better argument than 
the experience of a wealthy New Yorker who 
recently returned from abroad and upon 
opening his safe deposit box found a block 
of bonds which had been called three months 
before; a large number of due and unclipped 
coupons and two life insurance policies worth 
$45,000 which had lapsed for non-payment 
of premiums. 

oo ¢ 
CHARLES A. HINSCH ON BUSINESS 
OUTLOOK 

Charles A. Hinsch, president of the Fifth 
Third Union Trust Company, Cincinnati, O., 
says: “The outlook as we see it is very en- 
couraging. With bountiful crops in the great 
Northwest which will increase the purchasing 
power of the farmer and with general busi- 
ness moving along in most lines in a satis- 
factory manner, I see nothing ahead to cre- 
ate any apprehension as to the immediate 
future. Of course, we must bear in mind 
that 1928 will be Presidential year and we 
may anticipate, therefore, that business will 
not move with the same degree of confidence 
that it would otherwise. On the whole, how- 
ever, I feel conservatively optimistic as to 
the balance of 1927 and 1928. The railroads 
apparently are all in a prosperous condition 
and their credit was never better.” 


The Bankers Trust Company of New York 
has been appointed registrar in New York 
for Boston & Maine Railroad common stock. 
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She New England Standard 


Whuen John Hull, the mint 


master of the Massachusetts Bay 
Colony, gave his daughter her 
weight in pine-tree shillings as a 
dowry, he knew that each one of 
these coins, the first to be minted 
in any of the colonies, was of full 
weight — and exaét fineness. 

@, The sterling honesty and pains- 
taking care, so typical of Colonial 
New England, is still evident, and 
has been largely responsible for 
the development of modern New 


England — with its vast industrial 
manufactures, and extensive mar- 
kets for goods. 

@, The Old Colony Trust Com- 
pany — by close association with 
New England’s greatest industrial 
projects and developments, by 
familiarity with New England 
conditions and resources — is in 
an unusually favorable position to 
furnish reliable information and 
to execute financial commissions 
promptly and economically. 


We invite your correspondence 


OLD GOLONY 


TRUST COMPANY 


17 COURT STREET, BOSTON, MASSACHUSETTS 


© 192 











“TO BE OR 


NOT TO BE” IN HANDLING TRUST 
INVESTMENTS 


CROSS-SECTIONS FROM ACTUAL EXPERIENCE IN DEALING WITH SALE OF TRUST 
ASSETS INCLUDING REAL ESTATE AND SECURITIES OF “SICK”? CORPORATIONS 


HUGH B. ROSE 
Assistant Trust Officer, St. Louis Union Trust Company, St. Louis, Mo. 


(Epiror’s Note: While the life of the trust officer is not quite as unhappy as that of 
the Melancholy Dane, he is frequently confronted with the necessity of making fateful 
decisions, especially when he is called upon to decide between holding or disposing of 
trust assets. His perplexities are manifold especially in view of changing values and the 
fact that he is held to strict accountability for making good or bad decisions. He cannot 
always mark out a safe voyage or anticipate potential liabilities, when experiences such 
as cited from actual records in the following discussion, show how even the strongest 


corporations sometimes become sick and call for reversal of judgment.) 


HERE is hardly an investment among 

the assets of a trust which does not 

require the constant and active atten- 
tion of the trustee. If Liberty Bonds are 
held, it is the duty of the trustee to watch 
the rulings of the Treasury Department very 
carefully, for it has been stated that the 
Secretary of the Treasury proposes to call 
some of the Liberty Bonds in the near fu- 
ture. The question that arises is, what pro- 
vision has been made for the reinvestment 
of these funds? Is it better to sell these 
bonds now and reinvest at the present time, 
or to wait until the bonds are called and re- 
invest at that time? 


If municipal bonds are held in the trust, 
it is the imperative duty of the trustee to 
keep fully posted concerning court decisions, 
and rulings relating to the validity of bonds 
of this character. Some of the most respon- 
sible and reliable banking houses in this 
country have for several years been offering 
to their clients municipal bonds, the legality 
of which has been approved by a group of 
the greatest and most learned lawyers in 
the country, the very mention of whose names 
constitutes a eulogy on the American Bar 
Association. 

One fine morning the trustee woke up and 
found a notice in the paper that in the case 
of Perry Browning and others against B. M. 
Hooper and others, the statutes of a cer- 
tain state relating to the issuance of road 
district bonds: have been declared unconsti- 
tutional by the Supreme Court of the United 
States. 


St. Paul Receivership 

If corporation bonds are held in a trust, 
they should receive an equal amount of care- 
ful and thoughtful attention. Many corpora- 
tions get very sick from time to time. The 
great railroad system known as the Chicago, 
Milwaukee & St. Paul passed into the hands 
of a receiver a short time ago. Immediately 
a number of protective committees sprang 
into existence and called upon the public, 
including trustees to deposit their St. Paul 
securities with these committees. Consider 
for a moment the seriousness of this request. 
A trustee holding securities of this railroad 
company, as the assets of a certain trust 
is called upon to deposit them with the pro- 
tective committees and the committees will 
then put them up as collateral for the pur- 
pose of obtaining a loan to be used by way 
of expenses in the reorganization of the com- 
pany. It is extremely doubtful whether a 
trustee, except in rare instances would be 
authorized or justified in pledging trust as- 
sets for a loan, and yet these protective 
committees call upon trustees to permit them 
to do things which the trustees themselves 
could not do. 

If real estate loans are held in the trust, 
it is absolutely necessary that the real es- 
tate pledged as collateral to such loans be 
watched. Real estate loans for trust assets 
should not exceed 50 per cent of the value 
of the improved real estate pledged as col- 
lateral. On account of the rapid transpor- 
tation which the country now enjoys by rail- 
road, street-car and automobile, city values 
and county values are shifting rapidly and 
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property which at one time with slow trans- 
portation was considered very valuable, is 
now no longer valuable with rapid trans- 
portation. 

Sale of Trust Assets 


Every trustee is confronted from time to 
time with questions relating to the sale of 
trust assets. There are some few suggestions 
on this matter which might be given some 
attention at the present time. 

Let it be assumed that a trustee received 
as a part of the trust assets, a piece of real 
estate located in the 5500 block. A descrip- 
tion of the property can be assumed to be 
that the lot was 75 feet by 230 feet, improved 
with a building with masonry foundation, 
tile and marble entrance halls, one central 
heating plant with each apartment having 
eight rooms and two baths. After deducting 
total annual expense of $2,211 from $10,- 
080, representing the gross income, the net 
yearly income amounts to $7,869. 

The improvements on this property were 
constructed by the maker of the trust who 
owned it for a period of about nine years 
and was unable to sell it. The owner had 
formerly fixed the price on this property at 
$100,000 and it was impossible for him to 
get any offer approximating that amount. 
A deed of trust on the property in the sum 
of $50,000 matured during the probate ad- 
ministration, and it was proved up as an 
allowed claim against his estate and was 
paid. 

The property passed over to the trustee 
unencumbered. The trustee after making a 
very careful study of the situation felt that 
it would be right and proper to offer the 
property for sale for $80,000, and if neces- 
sary the sum of $75,000 net might possibly 
be accepted. After diligent efforts with four 
real estate agents, the property was finally 
sold for the sum of $75,000 by the payment 
of $25,000 cash and a deed of trust in the 
sum of $50,000 for the balance. 

The conditions which moved the trustee 
to sell this property were as follows: First, 
the property was about nine years old and 
considerable depreciation could be noticed. 
Second, the building situation in the city 
in which this property was located indicated 
that the demand for buildings would not 
keep up with the supply, and therefore a 
substantial reduction in rents might be ex- 
pected. Third, the trustee had experienced 
some considerable difficulty in keeping this 
property fully rented. Fourth, it was not 
believed that the 5500 block would for many 
years to come show any substantial improve- 
ment in value over the present. 
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Under the circumstances, it is believed 
that it was a wise move on the part of the 
trustee to dispose of this property in the 
manner indicated above. 


Stock in Company Owning Property on 
Leased Ground 

There is another class of security which 
frequently comes into a trust and that is 
stock in a company owning property on 
leased ground. A trustee recently received 
one-third of the stock in a company of this 
character and an examination of the cor- 
poration’s records indicated that the com- 
pany had a capital stock of $325,000, and its 
sole asset consisted of the leasehold. The 
company originally took a lease on a piece 
of property for $30,000 and carried it for a 
short time and then entered into a long term 
lease with another company for the use of 
this property for $40,000 a year. The result 
of this transaction was that the company 
had an income in the sum of $10,000 per 
annum, and after deducting the expenses 
and taxes incident to the operation of the 
company, there was a net amount available 
for dividends in the sum of $8,617.05. 

The company had never set up a reserve 
on its books for the purpose of retiring out- 
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standing capital stock on the termination of 
its lease, but had paid over to its stock- 
holders each year the entire net earnings. 
This meant that the stockholders were re- 
ceiving dividends at the rate of $2.65 per 
share per annum on this stock.. There were 
only five stockholders in the company and 
when the trustee acquired a_ substantial 
block of this stock he realized that it was 
not a proper investment to be continued in 
the trust and exercised diligent efforts to 
dispose of it, but without success. 


In view of the fact that the corporation 
itself had made no provision of the retire- 
ment of its capital stock seventy-seven years 
later when the lease would expire, but had 
paid out to its stockholders the entire net 
income each year, the trustee determined 
that it would be in order for a portion of 
each of the dividends hereafter received to 
be divided between income and principal so 
that the principal fund would not sustain 
a loss by the continued holding of this stock. 

If this stock had been placed on a 5 per 
cent basis, its value would be $51.78 per 
share for the remainder of the period, and 
if it were placed on a 6 per cent basis, its 
value for the remainder of the period would 
be $43.69 per share. The trustee valued this 





stock at $43.69 per share, and worked out a 
plan by which this amount would ultimately 
be restored to principal in the event that 
the trust would continue for the full period 
of seventy-seven years. It is entirely within 
the range of possibility for this trust to ter- 
minate prior to the expiration of the lease 
period, and if that is done, the trustee will 
be able to deliver the stock to the remainder- 
man on the valuation of $43.69, less whatever 
amounts may have been collected by way of 
principal during the life of the trust. 


Nursing Bonds of Sick Corporation 

It is a constant necessity for a trustee to 
exercise his very best discretion in deter- 
mining whether it is better to continue to 
nurse bonds of a sick corporation, or to dis- 
pose of them at a loss. When trust funds 
are established, it frequently happens that 
the maker will deposit in such funds, vari- 
ous stocks which have been acquired by him 
from time to time. On account of the fluc-- 
tuation in the price of stocks, it becomes the 
duty of the trustee to make a very careful 
analysis of such stocks received in the trust 
and to determine a policy with reference to 
them. If the stocks yield no income for the 
estate, a serious problem confronts the trus- 
tee. This means that the company is not 
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properly managed, or its capital structure 
does not meet its corporate requirements, and 
if the trustee can use the stock held in the 
trust for the purpose of electing someone to 
go on the board of directors of such company, 
it is possible that by this representation the 
trustee will be able to accomplish a change 
in the management and bring the company 
out of its financial difficulty and place it in 
a position where the stockholders will re- 
ceive a fair return on the investment. 


Holding Stocks Which Yield no Income 


The trustee will sometimes receive stocks 
in corporations which yield no income and 
which cannot be sold with any degree of 
profit to the trust. Under such circum- 
stances, the trustee should go over the con- 
dition of such investments with the benefi- 
ciaries and work out an agreement with the 
beneficiaries by which these non-Income pro- 
ducing stocks would be retained in the trust 
without liability to the trustee. This is a 
very important matter. 

On a final settlement made by a trustee a 
few years ago, there was delivered to the 
remainderman some common stock of a com- 
pany, valued at that time at $3 per share. 
During the fourteen years that this stock 
was held in the trust, it was never possible 
for it to be sold at a price in excess of $6 
per share. The trustee held several thou- 
sand shares of this stock, and an offering 
of fifty shares of this common stock at any 
one time, would have had the effect of forc- 
ing the price of this stock to a new low level. 
The trustee continued to hold these stocks 
and on final settlement of the estate, was 
confronted -with a claim by the executor of 
the will of the beneficiary for income for 
fourteen years on these shares, on a valua- 
tion of $4 per share. 

It is believed that this little incident will 
illustrate the seriousness of the danger 
which confronts the trustee of the continued 


holding of non-income producing stocks, 


without the approval of the beneficiary. 


When Stocks Have Satisfactory Dividend 
Record 

There are some stocks frequently received 
in a trust which have a very satisfactory 
dividend record, and which are quoted on 
the Stock Exchange at very high prices. 
Whenever such stocks can be sold at prices 
sufficiently high to permit the trustee to re- 
invest the proceeds realized on the sale in 
investments suitable for trust funds, it per- 
haps might be to the advantage of the trust 
for such sales to be made. In determining 
this policy, however, the trustee should take 
into full consideration the condition of the 
trust itself, and also the circumstances of 
the life tenant. When the trust holds a very 
small amount of stock in such corporations 
which have a very satisfactory dividend rec- 
ord, it might be in order to continue to hold 
such stocks for the benefit of the trust. It 
is exceedingly difficult to formulate a series 
of rules to be followed by the trustee in de- 
termining whether such investments should 
be sold from time to time. A trustee should 
be particularly cautioned, however, not to 
continue to hold stocks in corporations which 
issue no financial statements. 

The life of a trustee is not always a happy 
one. He is required to make decisions from 
time to time and if his decisions are good, 
they will be promptly forgotten, and if they 
are bad, they will, like Banquo’s Ghost, never 
down, but always remain to haunt him, The 
best results can usually be accomplished by 
working in complete harmony whenever pos- 
sible with the beneficiary and by having fre- 
quent and constant conferences relating to 
changes in investments from time to time. 

oo ¢ 

The State Bank & Trust Company of New- 
port, Ky., with capital of $50,000, is in the 
process of organization. 
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HE Bank has a history covering a period of more than 

two centuries. Evidence of its activity is to be found prior 
to 1700, while later records show that as early as 1736, and 
probably before, the business was being conducted in Lombard 
Street on the site of the existing Head Office. 


LIFE INSURANCE AS AN INVESTMENT 


M. A. Linton, vice-president of the Provi- 
dent Mutual Life Insurance Company of 
Philadelphia in elaborating on “Life Insur- 
ance as an Investment,” in a recent address 
before the National Association of Life Un- 
derwriters, said in part: 

“Although we are accustomed to apply the 
word investment to material things which 
can be physically appreciated, it is also pos- 
sible to make an investment in unseen and 
intangible values. And life insurance affords 
one of the ways of so doing. The returns 
from this type of investment are known by 
such names as happiness, peace of mind, en- 
hanced affection, the sense of duty well 
done. The work of the world is accom- 
plished with greater confidence, greater self- 
respect and greater efficiency because men 
buy life insurance. By a few strokes of the 
pen in the twinkling of an eye, an investment 
is made in something which cannot be meas- 
ured in mathematical terms. 

“The simplest. form of life insurance is the 
short term policy. To a degree it supplies 
the investment in the intangibles mentioned 
above. However, it has the unpleasant char- 
acteristic of costing more at each renewal 
period. People may not object to an increas- 


ing premium for an increasing benefit. But 
they do dislike to pay a continually increas- 
ing cost for the same benefit; or what 
amounts to the same thing, get less and less 
for the same outlay. Hence there is a nat- 
ural limitation upon term insurance as a 
means of supplying adequate protection for 
the average man. To be made most service 
able for him a substantial investment ele- 
ment must be added. This leads to perma- 
nent life insurance on the ordinary life or 
higher premium plan. As the investment ac- 
cumulation builds up, the term insurance ele- 
ment is automatically reduced. The net cost 
to the policyholder tends to decrease with 
each succeeding year that the policy remains 
in force. It is an admirable arrangement, 
and the scores of billions of outstanding in 
surance testify to its usefulness and popu- 
larity.” 


The Seaboard Nationa! Bank has been ap- 
pointed transfer agent of the preferred and 
common stocks of Universal Pipe & Radiator 
Co.; transfer agent of the preferred and com- 


mon stocks of Dixie Gulf Gas Company; 
dividend disbursing agent for the California 
Dairies, Ine. Preference stock. 
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FEES FOR CORPORATE FIDUCIARY 
SERVICE IN ENGLAND 


Professional ethics and the vogue of in- 
dividual administration of trusts and estates 
by solicitors in England have made the fidu- 
ciary business handled by the trustee depart- 
ments conducted by joint stock banks in 
London necessarily a matter of relatively 
slow growth. But there are multiplying 
signs that the people are looking with great- 
er favor and confidence to such trustee serv- 
ice. One of the main reasons why corporate 
trusteeship has not advanced to any such 
extent as in the United States is the hesi- 
tancy about advertising. There is the need 
of avoiding offense to customers in other de- 
partments who are rendering professional 
service. This and other reasons have not 
prevented the stock banks, including the 
Midland Bank, Ltd., the Westminster Bank, 
Ltd., Lloyd’s Bank and others from conduct- 
ing effective publicity by means of booklets. 


Fees for various types of fiduciary services 
by London banks are fairly well standardized 
and compare favorably with the cost of ad- 
ministration by the Public Trustee. In the 
ease of executorships and transferred trusts 
the minimum acceptance fee of one of the 
large banks is £25 and £15 respectively. A 





fee is charged on actual income received at 
the rate is £1 per cent per annum up to 
£2,000 and 10 shillings per cent on any ex- 
cess over £2,000 per annum if the person 
entitled to the income is a customer of the 
bank and the income is paid to his account. 
Otherwise the rate is £2 per cent per annum 
up to £2,000 and £1 per annum on the excess. 
The minimum yearly fee is £1 1/. A fee of 
#1 per cent is charged on income collected 
and invested, and is payable out of the in- 
come before investment. 

Management fees are applied as follows: 
(a) For rent (including ground rents) and 
mortgage interest collected direct by the 
bank, a fee of £2 per cent on net rent or in- 
terest will be charged in addition to the in- 
come fee. (b) Where such rent or interest 
is collected by an agent, a fee of £1 per cent 
on net rent or interest will be charged in 
addition to the income fee. 

On sale or change of investments the bank 
is at liberty to share with the broker the 
customary brokerage on any sale or purchase 
of marketable securities. Where no broker- 
age is payable or the bank does not share in 
it, or on any sale or mortgage of land, or 
on the acquisition or realization of any oth- 
er form of investment, the bank will charge 
a fee of 5s. per cent on the sum realized. 











DUTY OF BANK AND TRUST COMPANY MANAGEMENTS 
TO RECOGNIZE IMPORTANCE OF TRUST DEPARTMENT 


TOO OFTEN REGARDED AS SIDE ISSUE OR BY-PRODUCT 
MELVIN A. TRAYLOR 


Retiring President of American Bankers Association and President, First National Bank of Chicago 


(Epiror’s Note: 


The fact that trust department assets or responsibilities often 


exceed in volume and character the business of other departments and that directing 
managements do not give due attention to the important work performed by these depart- 
ments, was stressed by Melvin A. Traylor as retiring president of the American Bankers 
Association in addressing the recent annual meeting of the Trust Company Division.) 


LL of us must realize that as time 

goes on and the use of corporate trus- 

tees, executors and administrators 
becomes increasingly popular, our duties are 
multiplied and made infinitely more complex. 
The trust department is a service depart- 
ment. It has nothing else other than service 
to sell. If there is any commodity more dif- 
ficult to merchandise than that of service, 
even a service in which we are well and fa- 
miliarly versed, and the details of which we 
are thoroughly acquainted with, much less a 
service that is based upon a matter in which 
we are not thoroughly versed, as is inevi- 
tably the case in a trust department where 
you are likely to be left the administration 
of anything from an oil well to a traveling 
menagerie with a circus, I do not know 
what it is. 

To train men in our trust departments for 
those responsible positions is the most dif- 
ficult problem we have. I can speak from 
experience that the sale of the value of 
service is the most difficult commodity to 
estimate, and the greatest difficulty we have 
is putting a value upon our service sufficiently 
large to make that department as satisfac- 
torily remunerative as it ought to be. Cer- 
tainly, if we pay the employees, pay the re- 
sponsible officers the salary that their knowl- 
edge and experience of business in general 
would entitle them to command and which 
they could receive in the open market of the 
world, we find it increasingly difficult to make 
our trust departments profitable. 

The difficulty we have is that annually we 
lose some of our best men because the training 
and experience they have had in business 
management in our trust department attracts 
the attention of the customer who offers 
them more than we can possibly pay. That 


places an additional burden upon the heads 
of the institutions who are responsible for 
maintaining trust organizations which can 
cope with the varied and multitudinous re- 
sponsibilities which they have to assume. 


Too Often Regarded as Side Issue or 
By-product 

I have said many times that I think the 
Trust Company Division of the American 
Bankers Association is rendering to the 
bankers of the country, for the very reasons 
I have just outlined, the most worth while 
service perhaps of any department of the 
association; worth while because least un- 
derstood. In the average bank the trust 
department is just one other division, and 
too often it is shunted off to one side as 
more or less the stepchild of the establish- 
ment. It is, therefore, more or less with 
the stepchild of the average institution that 
you gentlemen have to deal, because it is 
difficult for the managing executives of the 
large institutions to realize the tremendous 
importance of what they have heretofore re- 
garded as but a side issue or a by-product of 
their business. 

I know that our own executive committee 
was perfectly astounded last fall in an exami- 
nation of our trust department, to find that 
the total assets of that department were 
larger than the entire assets of our institution, 
and yet we have twenty-five executive offi- 
cers managing the rest of our bank and are 
trying to get four or five or six executive 
officers to manage and assume the respon- 
sibility for the management of the assets 
which are greater than the entire assets of 
our bank. Moreover, the assets of our trust 
department are not the assets of our stock- 
holders, but they are the assets of the wid- 
ows and dependents of our customers who 
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have left to us the supervision and manage- 
ment of their estates. I sometimes wonder 
if men actually realized the exact relation 
between the trust department and the rest 
of the institution with which they have done 
business in their business life, if they would 
have the confidence they do repose in us 
and leave to our management in the trust 
department the tremendous estates which 
through a lifetime they built up. 

I have come to regard as my duty a more 
sacred relationship toward the assets of our 
trust department than I do toward the as- 
sets of our stockholders who have a chance 
at profit from their investment and whose 
money at risk is not that as represented by 
the assets of our trust department where 
there can be no hope from those who have 
left those assets with us for other than just 
good, plain management of the estates. 


Viewpoint Toward Trust Department 

I wish I might get together the managing 
executives .of the principal institutions of 
this country and try to sell to them, as I 
see it, a different viewpoint toward the trust 
departments of their institutions. We give 
our time to our commercial loans, to our 
investment departments and to what are 
commonly accepted as the going principal 
products of the bank, forgetting, because it 
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is not profitable as are the other departments 
of our banks in general, that division of our 
institution which is coming to be the largest 
with many of us and because of its particu- 
lar character the most sacred of our respon- 
sibilities. Do anything you can to put that 
thought across with the heads of larger in- 
stitutions. 


BANK DEPOSIT BUILDING 

Numerous deposit building plans have 
been offered to banks and trust companies, 
but very few endure the test of actual ex- 
perience and of time. An exception is the 
plan devised by T Harris Smith & Company 
of Chicago. The accounts brought in through 
this organization have the quality of “stay- 
ing put” and of creating good will for the 
institution. No professional solicitation is 
employed, the plan comprehending develop- 
ment of salesmanship both within and out- 
side of the bank. One Chicago bank in 
creased its deposits through the campaign 
conducted by this organization over 17 per 
cent in 90 days; an Ohio bank increased de- 
posits 25 per cent and a Buffalo bank rolled 
up 16 per cent of new business. These cam- 
paigns also have the advantage of being con- 
ducted by men who are familiar and duly 
observant of sound banking relations. 
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MANUAL AND TEXT BOOK ON LIFE 
INSURANCE TRUSTS 

C. Alison Scully, vice-president and trust 
officer of the National Bank of Commerce in 
New York, as author of the newly published 
volume on “Insurance Trusts” has made a 
much needed contribution to literature on 
the operation, legal aspects and methods of 
handling life insurance trusts. It compre- 
hends within its pages an epitome of all that 
experience has taught, that administration 
has evolved and the information that is re- 
quired by trust officers, life underwriters, 
lawyers and policyholders desiring to make 
provision for the disposal of their life in- 
surance estates. 

Mr. Scully has demonstrated in this book 
an incisiveness and grasp of the technical, 
legal and administrative essentials which in- 
here in the creation and conduct of life in- 
surance trusts which is not to be found in 
any other treatise on this subject. With life 
insurance trust business relatively in its in- 
fancy and many of those handling or inter- 
ested in this form of trusts treading on un- 
familiar ground, Mr. Scully’s book provides a 
manual and text book which will be found 
well night indispensable. How comprehen- 
sively and yet without waste of words or 
confusing technicality he has illuminated this 


CHICAGO 


phase of life insurance and fiduciary 


hew 
service, is evidenced by 
of chapter headings. 

Mr. Scully first deals with the funded and 
unfunded trusts, their distinctive and rela- 
tive advantages; the mutual interests be- 
tween insurance company and trustee; legal 
aspects, including validity and legislative 
determinations; practical requirements to be 
observed by lawyer and insurance underwrit- 
er after the trust agreement has been execut- 
ed, and the effect of taxation. Of particular 
value are specimen forms of insurance trusts, 
including the revocable form of unfunded 
trusts and of irrevocable funded insurance 
trusts. The book is attractively and durably 
bound and sells at $3 per copy. The Spec- 
tator Company of New York are sole selling 
agents. 


a running account 


Resources of Detroit trust companies have 
increased 67 per cent during the past two 
years, aggregating $181,269,000, and exclu- 
sive of large volume of fiduciary funds under 
administration. 

Net earnings of the national banks of 
Philadelphia from December 31, 1926, to Oc- 
tober 10, 1927, totaled $8,231,139, equal to 
25.16 per nn on combined capital and 6.70 
per cent on book value. 
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AVOIDING LEGAL SNARES IN BANKING AND 
FIDUCIARY OPERATIONS 


SURVEY OF NOTABLE RECENT JUDICIAL DECISIONS 


SILAS S. STRAWN 
President of the American Bar Association 


(Eprror’s NOTE: 


In view of the vast volume and wide ramifications of the business 


conducted by banks and trust companies there are surprisingly few cases revealing evi- 


dence of civil or criminal liability. 


It is chiefly because of acts of inadvertent omission, 


not always clearly prescribed by adjudicated law, that bankers incur liability and which 


form the bulk of litigation. 


Some notable decisions recently handed down, are reviewed 


by Mr. Strawn, affecting daily routine in both banking and fiduciary transactions.) 


HE banker’s range of activity is in- 

creasing constantly. Almost every day 

he opens some new department, so that 
now bankers not only have commercial and 
savings banks, but they execute trusts, ad- 
minister estates, act as fiscal agents, deal in 
securities and real estate loans, form se- 
curity companies, are interested in invest- 
ment trusts and in many other activities in- 
cidental to their principal business. Not 
must the banker be familiar with the 
general principles appertaining to the busi- 
many clients, but he must 
something of every kind of business 
and industry and he must know the relation 
of different lines of business and industry 
to each other. He must be a_ business 
pathologist, able not only to diagnose the 
troubles of his clients or patrons, but also 
to apply a remedy, sometimes internal and 
sometimes external. He must be a business 
osteopath, with a touch soft enough to 
manipulate delicate situations, yet with a 
grasp of sufficient vigor to force a dis- 
jointed or dislocated vertebrae or limb back 
into place. Finally, he must be a business 
coroner, capable of directing an accurate ver- 
dict by a jury, sitting upon the corpse, and 
the best final disposition of the remains. 


only 
ness of his also 
know 


In doing all these things the banker always 
must keep within the law, for he is an ever- 
shining mark for attack, just or unjust, 
friendly or malicious. It might be of inter- 
est and, perhaps to some a helpful warning, 
to refer to a few of the cases involving 
banks which have come before the courts in 
the past few years. 


Risk in Liquidating a Failing Business 
The case of Willett, et al vs. Herrick, et al, 
decided by the Supreme Judicial Court of 


Massachusetts on March 9th last, is one 
which has attracted the attention of bank- 
ers throughout the country, not so much per- 
haps, because of the legal questions, but be- 
cause of the magnitude of the claim made. 
The suit was brought to from a 
group of bankers damages alleged to have 
been sustained because the bankers, it was 
charged, had entered into a conspiracy to 
deprive the plaintiffs of their property by 
taking it over in the capacity of trustees as 
security for debts and thereafter converting 
it to their own use. After a trial lasting 
over a period of 185 days, the jury found 
that a conspiracy existed and returned a 
verdict against the bankers for $10,535,000. 

The Supreme Court of Massachusetts re- 
versed the judgment of the trial court and 
held there could be no recovery because the 
plaintiffs had signed certain releases with 
full knowledge of their contents. A petition 
for a writ of certiorari has been filed in the 
Supreme Court of the United States on the 
ground that the plaintiffs are deprived of 
their property without “due process of law” 
and the “equal protection of the laws” guar- 
anteed by the Fourteenth Amendment to the 
Federal Constitution. 

The petition concludes with a novel propo- 
sition which I quote: 


recover 


“National banks were created for supply- 
ing the public need of funds and banking 
facilities and for this purpose were endowed 
with privileges which include the quasi sov- 
ereign power of issuing bills which, in fact, 
are current as money throughout the coun- 


try. The spirit of this act is grossly vio- 
lated by the extortionate terms of the trans- 
action of July 29 and the vicious use by the 
defendants of their power to get the plain- 
tiff's corporations for very little of their 
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value finds no justification in the exaction 
of interest at the rate of 27.6 per cent a year 
for the perfectly loans made by the 
banks. There is nothing more odious than 
judicial favoritism and when, as in the pres- 
ent case, such discrimination has been erer- 
cised in favor of bankers, it is as offensive 
to the Fourteenth Amendment as would be 
legislative discrimination against them.” 

I cite this indicate the risk the 
banker may assume in liquidating a failing 
business. 


safe 


case to 


Exposed to Liability in Making 
Accommodation 

An interesting case on how easy it is for 
a banker to be exposed to large liability 
simply by being agreeable by accommodating 
a friend in a transaction out of which there 
was no chance for the banker to 
cent, is that of Golden vs. 
Ill. 409 [1917]). 

The officers and 
bank determined to 


make a 
Cervenka (278 


directors of a national 
reorganize the bank as 
a state bank, with the avowed purpose of 
acquiring banking powers then denied to 
national banks. There were no statutory 
provisions enabling the reorganization of a 
national bank into a state bank. The plan 
adopted was the organization of a _ state 
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bank having the same capital and surplus 
as the national bank, $1,250,000; issuing 
stock to the same shareholders in the same 
proportion, and having the same directors, 
officers and organization in every particular 
as the national bank. 

Under Illinois law, it necessary to 
have paid in, in cash, the entire capital and 
surplus, with which the bank proposed to 
commence business. To meet this require- 
ment, the following program was carried 
out: All the the state bank was 
subscribed by twenty-one individuals. Ten 
persons, among whom were some of the 
subscribers, executed their several promis- 
sory notes, each for $125,000 payable to the 
national bank. These 
pected to be paid. 


was 


stock of 


notes were not ex- 
The amounts, however, 
were placed to the credit of the makers, 
each of whom then gave his check for the 
same amount to the bank, which placed the 
aggregate amount of checks to the 
credit of the proposed new state bank. 

The president of the national bank called 
upon the president of another bank, which 
for the purpose of this narrative I shall eall 
the “accommodating bank,’ and told him 
he would want an amount of money equal 
to the capital and surplus of the new bank, 
to be counted by the state auditor, in com- 
pliance with the requirement of the Illincis 
law, and that the bank did not have 
that much money. He asked if the president 
of the accommodating bank would furnish 
the money on a cashier’s check of the liqui- 
dating national bank. The president of the 
disinterested accommodating bank agreed to 
do so. 


those 


new 


A check for $1,250,000 was drawn on 
the stock of the new bank in favor 
of the old national bank, which was accepted 
by the national bank and a cashier’s check 
of the national bank was then issued in the 
same amount, payable to the accommodating 
bank. 

After the state auditor had been furnished 
with affidavits of nine directors of the new 
state bank that the new bank had in its 
possession $1,250,000 in cash, the president 
of the old national bank and who 
have the same position in the new state 
bank, went with the auditor to the accom- 
modating bank and there presented to the 
cashier the cashier’s check payable to the 
accommodating bank in the amount of $1,250,- 
000. The delivered $1,250,000 in 
cash, which was counted by the state audi- 
tor in the office of the accommodating bank. 
The money having been counted, it was 
handed back to the cashier of the accommo- 
dating bank, who returned the cashier's 
check issued to the accommodating bank. 


account 


was to 


cashier 
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This practice I believe 
quite generally in Illinois for several 
up to the time of this transaction. 

Thereafter, the assets of the national bank 
were transferred to the state bank and stock 
in the state bank issued to the stockholders 
of the national bank. Two years later the 
state bank being insolvent a receiver 
appointed. The receiver sought to impose 
on the accommodating bank liability for 
having temporarily furnished the capital to 
qualify the new bank to do business. As a 
protection to the public, the law required the 
capital and surplus to be paid in in cash be- 
fore the bank commenced business. 

The court held that the creditors could 
hold the accommodating bank liable to the 
creditors, but not to the stockholders of the 
insolvent bank, for participating in the mis- 
representation that the capital and surplus 
of the state bank has been paid for in cash, 
thus leading to the issuance of a certificate 
by the state auditor permitting the 
bank to commence business. The amount of 
the recovery being the difference between 
the capital stock of $1,250,000 and the actual 
value of the assets of the national bank at 
the time they were transferred to the new 
state bank. 


had been followed 


years 


was 


state 





The case is a warning that banks may not 
accommodate other banks, undergoing 
ganization in the manner described, 
safety, in reliance upon the book 
the assets of the bank 
zation. 


reor- 
with 
value of 
undergoing reorgani- 


Director’s Liability 

An important consideration, especially for 
those directors who are not actively engaged 
in conducting a bank, is that of a director’s 
liability. Bank directors, like the directors 
of other corporations, owe a duty to creditors 
and stockholders to exercise care and dili- 
gence in managing the affairs of the corpora- 
tion, and, owing such a duty, may be liable 
for loss sustained by creditors and _ stock- 
holders resulting from their neglect of that 
duty. 

The degree of care required by a director 
of a corporation depends upon all the cir- 
cumstances of his office. The courts uni- 
formly have held that each case is to be 
determined in view of all the surrounding 
circumstances. Due to the requirements of 
the National Bank Act, the oath of office, 
ete., and in the case of state banks provi- 
sions of state statutes requiring quarterly 
examination by the directors of the affairs 
of the bank, etc., and also to the fact that 





TRUST COMPANIES 


Trust Comeany Service 


E cordially invite correspon- 
dence from those requiring a 


Missouri Fiduciary 


The offer of our services is based 

on A Quarter of a (Century ot 

successful operation within one 
management. 


“abreast of the best ~ 
ahead of the rest” 


lONEER TRUST COMPAN 


1014 BALTIMORE 
J KANSAS CITY. MO. 


a bank is a depositary for funds of individ- 
uals who place trust in the bank, a bank 
director is put on notice that a higher degree 
of care is required of him than of directors 
of other corporations. Certain decisions have 
commented on the fact that an especially 
high degree of and diligence is de- 
manded of directors of a savings bank. Three 
leading cases on the subject are Briggs vs. 
Spaulding (141 U. 8S. 182); 
Hamner (250 U. S. 504); 
Billings (277 Ill. 218). 


care 


Bowerman Ws. 
and Wallach vs. 


Liability in Cashing Fiduciary Checks 

A recent case on ths banker’s liability for 
deposits of a fiduciary is that of 
Trust Company vs. Cahan (U. 8S. Supreme 
Court, decided May 31, 1927). The respon- 
dent having bank accounts with two banks 
in New York City, gave to his son power of 
attorney to draw checks upon them, with 
no qualification as to the purposes for which 
the checks might be drawn. The son drew 
checks signed with his father’s name by 
himself as attorney, against the two ac- 
counts, payable to his own order, and depos- 
ited them to his private account with the 
Empire Trust Company. The checks were 
certified by the drawee banks. The son drew 


Empir« 


out the funds from his personal account and 
applied them to his own use. 

The District Court of the United States 
held that the form of the checks gave suffi- 
cient notice to the Empire Trust Company 
to hold it liable for the conversion of funds 
of the father deposited with it. The Circuit 
Court of Appeals sustained the District 
Court. The Supreme Court reversed the 
lower courts, holding that the rule applied 
by the court below was too strict a rule for 
an ordinary business transaction. Mr. Jus- 
tice Holmes in the opinion points out the 
fact that the power of Attorney was general; 
that the parties were father and son and 
that the father was careless in not discover- 
ing the misappropriation for almost three 
years. 

From a practical standpoint cases of this 
sort raise a question of policy, 
whether it is desirable on the basis of the 
facts known to the bank to investigate the 
conduct of the depositor. The bank might 
make inquiry of the depositor, but such in- 
quiry might naturally be regarded by a de- 
positor as officious and insulting, and in 
most cases if the depositor were, in fact, 
acting wrongfully, his answers would be 
false and of no avail in preventing breach of 
trust. Therefore, it would seem to be almost 
impossible practically for banks to make any 
real investigation of the 
fore deposits are received. 


business 


circumstances be- 


Although in most states a bank is probably 
safe in accepting checks of a fiduciary and 
depositing them to the credit of his per- 
sonal account, yet there may be circum- 
stances other than that disclosed by the 
checks themselves which would make the 
banker liable to the principal. 


Approves Uniform Fiduciaries Act 

For example, in a New York case it was 
held that where an executor drew checks on 
the account of the estate to his own order 
and deposited them in his personal account 
with the bank and thereafter paid off a 
part of his personal note to the bank with 
the funds from his personal account, the 
court held that although the bank could 
rely on the presumption that the executor’s 
action in depositing trust funds in his per- 
sonal account was proper, nevertheless it 
was charged with notice of the impropriety 
of all such deposits after the payment by 
the executor of his own debt to the bank 
out of trust funds. 

The Uniform Fiduciary’s Act, adopted in 
several states, for which the American 
Bankers Association was largely responsible, 
solves the problem of non-liability. 
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Acceptance on Payment of Check 

A recent case of much interest on the 
proposition that if the drawer and 
of a check are the same, the drawer cannot 
recover for an overpayment to an innocent 
payee, because he is bound to know his own 
checks, is that of the United States against 
the ‘National Exchange Bank of Baltimore, 
decided by the Supreme Court of the United 
States on April 12, 1926. That was a suit 
brought by the United States to recover the 
difference between the amount to which a 
check paid by it had been fraudulently 
raised and the amount for which the check 
was drawn. 


drawee 


A disbursing clerk drew a United States 
Veterans Bureau check upon the Treasury 
of the United States in favor of one Beck for 
$47.50. After its issue, the check was 
changed so as to call for $4,750. Beck en- 
dorsed it to a bank of South Carolina and 
received the amount of the altered check. 
That bank endorsed it “Pay to the order 
of Any Bank, Banker, or Trust Company. 
All prior indorsements guaranteed, June 3, 
1922,” and negotiated the check to the Na- 
tional Exchange Bank of Baltimore. That 
bank endorsed the check “Received Payment 
through the Baltimore Clearing House, In- 
dorsements Guaranteed, June 5, 1922,” deliy- 
ered it and received the same amount from 
the Baltimore branch of the Federal Reserve 
Sank of Richmond which, of course, was the 
agent of the United States. This Federal 
Reserve branch forwarded the check to the 
Treasury of the United States and was given 
credit for $4,750. The Baltimore branch had 
no notice of the fraudulent change. 


The government argued that acceptance 
or payment of a draft or check, although it 
vouches for the signature of the drawer, 
does not youch for the body of the instru- 
ment, and further argued that the drawer 
and drawee of the check were not the same 
in such sense as to charge the drawee with 


knowledge of the amount of 
that, therefore, the government could recover 
for money paid under a mistake of fact. 
Mr. Justice Holmes, in the opinion, held that 
if a drawer and drawee of a check are the 
same, the drawer cannot recover for an over- 
payment to an innocent payee because he is 
bound to know his own checks. 


the check, and 


The government attempted to escape from 
that conclusion by asserting that the hand 
that drew and the hand that was to pay 
were not the same. The court denied this 
contention and held that great business 
houses are no less responsible than small 
ones; that the United States does business 
on business terms and that when the United 
States issues an order upon itself it has 
notice of the amount, and when it comes to 
pay to the innocent holder making a claim 
as of right, it is at arm’s length and takes 
the risk. The court concluded the opinion 
by the statement: 

“‘We are of opinion that the United States 
is not excepted from the general rule by the 
largeness of its dealings and its having to 
employ agents to do what if done by a prin- 
cipal in person would leave no room for 
doubt.” 

Negotiability of Interim Certificates 

In the case of Manhattan Company vs. 
J. P. Morgan, et al (242 N. Y. 38), J. P. 
Morgan & Company issued temporary Certifi- 
cates whereby the bearer was to be entitled 
to bonds of the Kingdom of Belgium if, as 
and when bonds in definitive form were de- 
livered. The temporary certificate included 
the provision: “Every taker and holder of 
this certificate and the attached warrant 
hereby agrees that the undersigned may 
treat the bearer of this certificate and the 
attached warrant as the absolute owner 
hereof and thereof, as the case may be, for 
all purposes, that the undersigned shall not 
be affected by any notice to the contrary.” 

Three temporary certificates were stolen 
from the owner and delivered to the plaintiff 
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which took them for value and in good faith. 
The plaintiff tendered the certificates to the 
defendants to be exchanged for definitive 
bonds. The defendants refused to make the 
exchange because of notice of the theft. The 
question raised was whether or not the tempo- 
rary certificates were negotiable instruments. 

In an opinion of the Court of Appeals of 
New York, delivered by Justice Cardoza, the 
court sustained the trial court and the Su- 
preme Court in denying holding 
that the temporary certificates were not 
negotiable. Evidence was introduced 
business custom in treating such certificates 
as negotiable. The court held that such evi- 
dence was immaterial, as by Section 20 of 
the Negotiable Instruments Law the several 
requirements for negotiability are set out 
including “an unconditional promise or order 
to pay a sum certain in money.” (The in- 
strument) “must be payable on demand or 
at a fixed or determinable future time.” Also 
Section 23 -provides “An instrument payable 
upon a contingency is not negotiable and the 
happening of the event does not cure the 
defect.” Section 24 declares non-negotiable 
any “instrument which contains an order or 
promise to do anything in addition to the 
payment of money.” 

The court held 
provisions of the 


recovery, 


as to 


that under the 
Negotiable 


express 
Instruments 





Law temporary certificates were non-negoti- 
able and “The law merchant cannot pre- 
vail against prohibitions so specific. Hold- 
ing otherwise we should do more than sup- 
plement the statute, we should disregard or 
contradict it.” 

Considering the volume of business done, 
the daily temptations to which they are sub- 
jected and the many opportunities to make 
mistakes, I submit that cases in which bank- 
ers have held liable civilly or crim- 
inally are surprisingly few. Therefore, may 
we not conclude that the banker in the con- 
duct of his business, as well as in his daily 
life, is generally well within not 
civil but the moral law. 
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CHICAGO TRUST COMPANY MERGER 
Announcement is made that the Chicago 
Trust Company National Bank of Com- 
merece will combine under the name of Chi- 
Trust Company. The merger will be 
effective December ist. Resources of the 
combined institutions will amount to $44,- 
000,000, deposits $36,000,000 and surplus and 
undivided profits $2,300,000. During the cur- 
rent year the Trust Company, un- 
der the direction of President Lucius Teter, 
has made exceptional progress; deposits, 
$27,904,282; capital, $2,000,000; surplus, 
$1,000,000, and undivided profits, $960,540. 


cazo 


Chicago 
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.Louisville, Ky. 
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..Detroit, Mich. 
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.. St. Louis, Mo. 


.Helena, Mont. 
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Los Angeles, Cal. 
..New York City 
Raleigh, N. C 
.Fargo, N. D. 


Cleveland, Ohio 
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..Portland, Ore. 
Pittsburgh, Pa. 
Harrisburg, Pa. 
Providence, R. I 


Greenville, S. C. 
Sioux Falls, S. D. 
Memphis, Tenn. 


Salt Lake City, Utah 


. So Vt. 
.Richmond, Va. 
. Seattle, Wash. 


.Gay Building... 


..Madison, Wis. 
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; ; : eyenne, Wyo. 
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“CLEVELAND has proved to be the heart of one of our most depend- 
able sales districts. Before we opened an office there, you may re- 
member suggesting that we go over the situation with your Cleveland 
correspondent, The Guardian. They showed us every courtesy —as- 
sisted us with information and counsel, and through their correspondent 


banks throughout the Fourth Federal Reserve District gave us many 
valuable contacts.” 


Located at the logical correspondent point for fo 
banks whose customers handle Ohio, national A 
and international trade, The Guardian renders 


a mutually helpful service. Make The Guar- 
dian your Cleveland correspondent. 


GUARDIAN TRUST COMPANY 


Resources More Than $125,000,000 
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CHANGED COMPOSITION OF BANK ASSETS NECESSI- 
TATES EXTREME CARE IN INVESTMENTS 


FACTORS WHICH SHOULD GUIDE BANKERS IN SELECTING VARIOUS TYPES 
OF SECURITIES 


H. C. NICHOLSON 
Vice-president, Packers National Bank of Omaha, Neb. and former National Bank Examiner 


(Epitor’s Note: 


Mr. Nicholson takes the position that while the necessity for quick 


assets is not so urgent an element as before the enactment of the Federal Reserve 
rediscount facilities and the preponderance of demand deposits, the best judgment favors 
due attention to diversification of bank investments and especially to building up the 
so-called secondary reserve, consisting of high grade, quickly marketable bonds and in 


short time, self-liquidating paper eligible for rediscount. 


The various types of bank 


investments and elements of safety and marketability as well as earnings, are analyzed 


by Mr. Nicholson in his instructive paper.) 


N recent times, the position of a commer- 

cial bank has undergone some change. 

Ten years ago 93 per cent of the deposits 
were payable on demand. Today more than 
one quarter are on time. Today there is 
at our command the rediscount privilege of 
the Federal Reserve System. The necessity 
for quick assets in such a large ratio has 
passed. National legislation has recognized 
the changed conditions, and has materially 
reduced legal reserve requirements. Idle 
funds must go to work. Such funds may be 
loaned to our worthy borrowing customers, 
or they may purchase investment securities. 
The customer’s loan needs little comment, as 
it constitutes the primary function of bank- 
ing. 

The prosperity of the bank depends upon 
the good will of its customers, and they must 
be served. However, the experience of the 
past few years has taught that there is safe- 
ty and stability in the diversification of the 
class of our loans and investments. We 
build up our defenses as weak places appear 
in our financial structure. Thus has devel- 
oped the so-called Secondary Reserve. It is 
the investment of surplus funds in high 
grade, quickly marketable bonds, and in 
short time, self-liquidating paper that is el- 
igible for rediscount. Such investments oc- 
cupy a midway position—both in interest 
return and liquid character, conceding 
something of one virtue for benefit in 
the other. And the safety of the in- 
vestment and its stabilizing influence is 
entirely compensating. The exact amount 
of this secondary reserve, and its proper 
ratio to local loans, varies with geo- 


graphical location and seasonable conditions. 
The answer can only be obtained by a care- 
ful analysis of the individual bank. It has 
been suggested it should at all times at 
least equal the legal reserve requirement. 


Short Term Paper 


Call loans, acceptances and commercial pa- 
per have some advantages over bonds, name- 
ly: comparative nonchalance in making the 
individual selection, and relative freedom 
from attention during the life of the invest- 
ment. They suffer no loss from depreciation. 
In call loans and acceptances, the loss occa- 
sioned by default has been negligible. The 
average annual loss in commercial paper is 
less than one-fiftieth of one per cent. These 
three classes of investments will be treated 
briefly. 

Funds put out on the call money market 
are well protected by highly negotiable col- 
lateral, and by their very nature are ex- 
tremely liquid. At a 4 per cent interest rate 
they net 3.80 return. Trade and bankers’ 
acceptances enjoy a wide market, have 
sound security, are admitted to discount 
by Federal Reserve Banks within ninety 
days of their maturity, and at present yield 
about 3% per cent discount. They are two- 
name paper, and are exempt from the limita- 
tions of the Act prohibiting national banks 
from loaning in excess of 10 per cent to any 
one person or firm. They are an excellent 
medium of investment, though their merits 
are not universally appreciated. 

The purchase of commercial paper has be- 
come sound banking practice, because it ful- 
fills several fundamental requirements. It 
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is a safe, self-liquidating form of short-term 
investment. The return is fixed and definite 
and is in the form of discount. It is re- 
discountable in the Federal Reserve Bank. 
Its face value does not fluctuate. Records 
show if all commercial paper names were 
purchased indiscriminately without credit in- 
vestigation, buying banks would have lost 
only 20 cents on each $1,000 purchased. The 
commercial paper market has had a great 
development in the past twenty years. The 
panic of 1907 established such paper as a 
desirable investment. 


Requisites of Ideal Bank Investment 

The ideal investment is recognized by cer- 
tain characteristics: security of principal; 
equitable income return; and wide, active 
marketability. It should be acceptable for 
rediscount collateral purposes; be ex- 
empt from direct taxation and have a good 
chance for appreciation. Bonds possess these 
qualities in varying degrees. Obviously they 
cannot exist to a high degree in the same 
investment. A bond that is thoroughly safe 
will not return a high rate of interest, and 
at the same time have a broad market. Con- 
sequently, such investments should be ar- 
ranged so that these qualities are combined 
in proper proportion. 

The bond which fulfills more of these re- 
quirements than any other investment se- 
curity, naturally stands in a class by itself. 
It is the obligation of the United States 
Government. It typifies the utmost in safety. 
It commands a broad market. It is the only 
bond acceptable for collateral purposes in 
the Federal Reserve Banks. It enjoys cer- 
tain tax exemptions. It has shown some re- 
markable price appreciation in the past, and 
it is an easy assumption that the remote 
maturities will show compensating appre- 
ciation in the future. The interest return 
on such an outstanding type of investment 
is, inevitably the lowest of any bond. The 


and 


ideal foundation for any investment fund 
is the Liberty Bond and the Treasury Cer- 
tificate. 

Municipal bonds differ as do the magnitude 
of the stars. For which reason, a discussion 
of them will necessarily be very brief. They 
are generally tax exempt, which is their out- 
standing characteristic. Their income return 
will vary inversely with their security and 
their marketability. 


Foreign Dollar Bonds 


Foreign dollar bonds enjoy some popular- 
ity on account of the differential in yield 
between them and domestic bonds of com- 
parable security. Foreign government bonds 
are alike in one respect: the bondholders en- 
joy no real security, except the faith 
of the nation. The performance 
of a domestic corporation may be enforced 
by legal procedure, but against a foreign 
government, such remedy is not available. 
Two factors then determine the credit rating 
of a nation; its will to pay and its ability to 
pay. It should have a stable form of gov- 
ernment and be likely to so continue. It 
should be free from internal and exter- 
nal conflict. It should balance its budget. 
It should have a currency based on a 
metal, preferably gold. Its debt record 
should be Our own economic condi- 
tions since the World War have led us into 
foreign investing on a large scale. We have 
changed from the world’s greatest debtor to 
its leading creditor. This new policy re- 
quires careful study to judge accurately the 
individual foreign credit position. The obli- 
gations of those countries with a good credit 
record, and a prospect of peaceful prosperity, 
constitute a bank investment that is safe 
and otherwise desirable. 


good 
borrowing 


good. 


Corporation Bonds as Bank Investments 
Corporation 
three classes: 


bonds may be divided into 


railroads, public utilities and 
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industrials. Thanks to efficient management, 
railroad bonds have returned to public fa- 
vor. Twenty years ago the bulk of publicly 
owned securities were rails. Financial pyra- 
miding, incompetent management and other 
abuses did not entirely destroy faith in the 
essential value of these securities. Trans- 
portation is a prime necessity. Railroads 
are permanent. They operate on a_ cash 
basis. They show relatively good earnings. 
So, despite the event of many defaults and 
receiverships, railroad bonds are a favorite 
medium for conservative investment. This 
is indicated by the fact they are included 
with governments and municipals as the per- 
mitted investment for trust funds in 
states whose laws are restrictive. 

An analysis to determine the investment 
position of rails would take into considera- 
tion the capital structure; valuations; physi- 
cal condition ; location and earnings. Through 
governmental requirement, there is sufficient 
available data supplemented with frequent 
published reports, to make such analysis pos- 
sible; and through recent federal legislation, 
investors in railroad securities are afforded 
an added protection. The principle of the 
Transportation Act of 1920 practically as- 
sures a fair return upon capital investment. 


Public Utility Bonds 
and telegraphs gas; water; 
power and traction are the 
public utilities. They possess characteristics 
which make the industry a desirable field 
for investment. They provide a service in- 
dispensable to modern living. They are usu- 
ally non-competitive. They are on a cash 
basis. They are little affected by commercial 
fluctuations. They enjoy a remarkable sta- 
bility of business and the trend of their 
earnings is constantly upward. 

There are certain tests which might be 
applied to public utility bonds to determine 
their soundness as a desirable medium for 
investing. The utility should operate with- 


those 


Telephone 
electric light; 
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out competition and should satisfactorily 
serve its community. It should have a sguit- 
able franchise, which should exceed the life 
of the bond by at least five years. The bond- 
ed debt should not exceed one and one-half 
times the capital stock, nor two-thirds the 
property value. The interest requirement 
should be earned at least twice for the past 
five-year period. The bonds should be se- 
cured by senior mortgages. The issue should 
be of sufficient size to insure something of 
an active market. Utility bonds which pos- 
sess these underlying elements have found 
much favor with discriminating investors. 
Industrial bonds involve a greater element 
of risk than governments, municipals, rails 
or utilities. There is a hazard in business 
and there is an absence of governmental 
regulation and protection. The prudent in- 
vestor will, therefore, select these compa- 
nies which are engaged in industries, whose 
earning power is inherently stable. He will 
prefer a corporation with a large fixed capi- 
tal investment compared to its funded debt. 


Market Conditions 

The present market condition shows that 
bonds are higher today than any time since 
1913. Before the war, we annually absorbed 
only 2% billion of the new securities and 
now we take 8 billion. There is a short- 
age of new and it is likely to con- 
tinue. There is so much capital for invest- 
ment that good bond issues are quickly over- 
subscribed. The money market today has 
all the earmarks of distinct ease and gives 
clear promise of remaining in that condition 
for some time to come. Cheap money means 
high priced bonds. Each day brings forth a 
new crop of investors with ever-increasing 
purchasing powers. We have acquired as a 
basis of our credit a stock of gold equal 
to half the world’s visible supply. Each 
and every existing condition promises a con- 
tinued upward trend of bond prices, subject 
only to minor reactions. 


issues 
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Your Business Deserves the Best 





Your business deserves the broadest vision 
and fullest experience available. So the value 
of your bank to you depends largely on these 
factors. And a bank's vision and experience 
can be no wider than its contacts, for, from 
these sources must come suggestions, advice 
and counsel. 





In this bank are found many and varied con- 
tacts. Customers in a hundred different busi- 
nesses; directors of wide and successful ex- 
perience; officers of long training. 

More than thirty-five years experience in 


Trust Work. 


EDGAR STARK 
Vice-President and Trust Officer 


Te FIFTH THIRD [JNION TRUST <> 


CINCINNATI, OHIO 





Resources exceed NINETY MILLION DOLLARS 

















DANGEROUS PRACTICE OF MAKING FUNDS UNDER 
CORPORATE BOND ISSUES PAYABLE TO OTHER 
THAN CORPORATE TRUSTEE 


RESOLUTIONS ADOPTED BY THE TRUST COMPANY DIVISION OF AMERICAN 
BANKERS ASSOCIATION 


JOHN C. MECHAM 


Chairman of Committee on Resolutions of the Trust Division and Vice-president, 
First Trust and Savings Bank of Chicago 


(Eprtor’s Note: At the recent annual meeting of the Trust Company Division, cog- 
nizance was taken of the growing and dangerous practice among private banking and 
underwriting houses of having corporate mortgages so drawn as to make principal, in- 
terest and sinking funds, belonging to security holders, payable to the issuing house 
instead of providing that such funds shall be segregated and made payable through dis- 
interested trust company appointment. Resolutions were adopted emphasizing the haz- 
ards of such practice to the investment public and the safety of corporate obligations and 
calling upon the Investment Bankers Association to take appropriate action.) 


HERE has been a development of re- whole, to the investment bankers and to 
cent years which is not only a serious banks and trust companies that this ten- 
thing to our trust company business dency be discouraged, and that those funds 

but constitutes, I think, an even wider dan- be placed where they belong, in the hands 

ger, I refer to the growing practice in the of a disinterested and competent trust com- 

issue of corporate bonds of naming as the pany impressed with a trust for the security 

depositary for interest sinking fund and _ holders. 

principal payments, an agent other than a 

trust company. That practice has been 

growing to quite a considerable extent in 

recent.years. If it continues to grow, it will 

take away a great deal of profitable busi- 

ness from trust companies; but it has even 

a wider aspect than that. When those funds 

are deposited, it is of utmost importance, 

is it not, to the security holders, to the in- 

vesting public, that those funds be held 

safe and secure for the purpose for which 

they were intended, in short that they be 

impressed with a trust for the benefit of the 

holders of the securities. That can best 

be done by a disinterested trust company 

subject to all regulation and supervision. 

In the hands of other agencies, as for 

example the investment banker who has put 

out the issue, those funds are not so safe. 

It is true, of course, that there are many 

investment banking houses in whose hands 

those funds are inviolate, but it is also true 

that there have been and are investment 

houses in whose hands those funds are not 

so safe. We have seen examples of that of 

late in connection with some issues of real 

estate bonds. 

Therefore I say that it is of the greatest 


: JoHN C. MECHAM 
importance to the investing public as a 


Vice-president First Trust & Savings Bank, Chicago 
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NOW! 


Poor’s REGISTER OF DIRECTORS is more 
than a directory—it is a reference book 
such as every bank, trust company and in- 
vestment house has long needed. It lists, 
both alphabetically and geographically, 
the directors or partners of the lead- 
ing businesses, not merely of one section 
or city, but of the whole United States; 
shows not only the principal connection 
of each man but ALL the companies, 
large or small (so far as available) of 
which he is an officer, director or partner; 
gives not only his business address but his 
residence. A joint product of Poor’s 


Publishing Company and The Corpora- 


tion Trust Company. 


THE 


SS Saas C 


Your executive committee has considered 
this matter of sufficient importance to ap- 
point a committee consisting of Mr. House, 
Mr. Stephenson, and myself, to prepare a 
resolution on this subject, and with your 
permission I will read it. 


Text of Resolutions 


“WHEREAS: It is of primary importance to 
investment houses, banks, trust companies and 
also to the general public that interest, sinking 
fund and principal payments on corporate ob- 
ligations be surrounded with every safeguard, 
so that investors may be assured that such 
payments will be applied to the purpose for 
which they are intended, and 


“Wuereas: Such security can best be ob- 
tained by having such payments made to a 
disinterested corporate trustee which is subject 
to public supervision, and in whose hands 
such payments will be held as a trust fund 
for the benefit of the holders of the securities 
on which such payments are made, and 


“WuereEas: The practice is growing of mak- 
ing such payments to agencies other than 
such disinterested corporate trustee, 


“WHerEAS: As a result, thereof, such pay- 
ments are being made to agencies of varying 
degrees of financial responsibility, and 


“WuHereEAS: In the opinion of the Trust 
Company Division of the American Bankers 
Association, such practice is not only contrary 
to the fundamental principal of trusteeship, 


Information on request 


RE ORATION TRUST COMPANY 


120 BROADWAY, 


NEW YORK, N, Y 


but constitutes a very real danger to the safe- 
ty and sanctity of such funds, and 


“WHEREAS: In the opinion of this division 
the continuance of such practice will lead 
to a loss of confidence by the investment 
public in the safety of corporate obligations 
and thus result in a menace to our entire 
financial structure, now, therefore, be it 


Resolved, That this Division hereby puts it- 


self on record as being unalterably opposed to 
such practice, and be it 


“Resolved, That the secretary of this Divi- 
sion transmit a certified copy of this resolu- 
tion to the president of the Investment Bank- 
ers Association of America with the request 
that this matter be brought to the attention of 
the members of such association, for appro- 
priate action, along the lines of the action 
which such association has so wisely taken 
in the matter of construction funds, and be it 


“Resolved, That the members of this asso- 
ciation recommend to their corporate custom- 
ers, which may be about to issue securities, 
that such corporations in their own interest 
and with a view to the safety and market 
standing of their securities insist that all such 
payments be made to a disinterested and re- 
sponsible corporate trustee, and be it further 


“Resolved, That the secretary of this Division 
transmit a certified copy of this resolution to 
the chairman of the Resolutions Committee of 
the American Bankers Association, with the 
request that such resolution be embodied in 
the resolutions of such association.” 
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JOHN J. MITCHELL 


Profound emotion of grief, such as 
is rarely manifested for an American citizen 
in either private or public life, swept through 
all circles in Chicago and communicated it- 
self throughout the nation, when, on the 
morning of October 29th there came the sad 
intelligence of the death of Mr. John J. Mit- 
chell and of his devoted wife as victims of a 
fatal automobile accident. The spontaneity 
and sincerity of this feeling gave accent to 
more than sorrow because of the tragic close 
of one of the most brilliant figures in Ameri- 
can finance and banking. It conveyed tribute 
and reverence for the princely and intensely 
human characteristics of the man, from as- 
sociates and those who had come within the 
circles of his influence and from many more 
thousands who knew Mr. Mitchell only by 
reputation. 


Quiet and unassuming in manner but mas- 
terful in execution and achievement, there 
was probably no individuality more imme- 
diately and intimately associated with the 
upbuilding and great development of finance 
and business in Chicago and the Middle 
West than that of Mr. Mitchell. The very 
mention of his name, even among those who 
did not meet him personally, brought visions 
of a man of high ideals and unswerving in- 
tegrity, whose deeds and motives were ever 
directed to public service and greater use- 
fulness, whether interpreted through the 
trust company which he directed for nearly 
half a century or through other affiliations 
for civic and cultural advancement in the 
community in which he lived. 


As president of the Illinois Merchants 
Trust Company since 1880, Mr. Mitchell was 
the dean and oldest surviving member of 
the stalwart figures of Chicago banking who 
guided the financial destinies of Chicago dur- 
ing the past generation. His death serves to 
illuminate some of the most important chap- 
ters in the history of American trust com- 
pany development. He was in truth one of 
the frontiersmen in propagating the seed of 
corporate trusteeship which has since flour- 
ished so abundantly from coast to coast and 
especially in the organization which he guid- 
ed with such genius and foresight. Precisely 
as the sturdy settlers of the earlier years 
of the past generation bore the star of em- 
pire westward through perilous trails, so did 
the beneficent light of trusteeship penetrate, 
although somewhat more slowly, from the 
more populous East to the newly risen cen- 
ters of the West, because of men like John J. 
Mitchell who had the courage to foster the 





fiduciary creed despite numerous handicaps. 

Fifty years ago when Mr. Mitchell was 
qualifying for the role of leadership which 
he enacted so gracefully and successfully in 
ensuing years, Chicago had risen with new 
zeal from the ashes of the great fire of ’71 
and was laying the foundation for inland 
empire. But at that period the idea of a 
corporate executor and trustee was still nebu- 
lous outside of a few of the older centers of 
the East. Banks were established which 
have today become among the largest in the 
United States. But the trust department 
Was something remote and mysterious as 
far west as Chicago and when the growth 
of corporate trusteeship in that city is traced 
to its earliest inception it is found that Mr. 
Mitchell was among the first to bring about 
enforcement of legislative definition and to 
accord his trust officers that sympathetic sup- 
port without which not even at this late 
day, a trust company can hope to build up 
its trust functions. 

Mr. Mitchell was destined from youth to 
be a master builder in the field of banking 
and a leader of men. In corporation and 
financial councils his judgment and vision 
exerted an influence which clothed his work 
and career with a stature of nationwide use- 
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fulness. He was born November 38, 1853, at 
Alton, Ill., and at the age of 18 left the 
academy and had his first taste of work as 
a member of the surveyor’s gang on the old 
Alton road. At the age of 20 he accompanied 
his parents to Chicago and became a messen- 
ger in the bank of which he was to become 
president and of which, at that time, his 
father, William H. Mitchell, was a director. 

The Illinois Trust & Savings Bank, of 
which Mr. Mitchell became president in 1880 
as the youngest bank president in the United 
States, had its origin in 1869 when the Ster- 
ling Bank of Sterling, Ill., was incorporated. 
In 1873 the stockholders voted to increase 
sapital to $500,000, change the name to Illi- 
nois Trust & Savings Bank and move from 
Sterling to Chicago. Thus it was in 1873 
that the Illinois Trust opened for business in 
Chicago at the northwest corner of Madison 
and Market streets, in the first brick block 
erected in the burned district after the great 
fire of 1871. 

John J. Mitchell’s name is found on the 
payrolls of the institution when it began busi- 
ness in Chicago as messenger with a monthly 
stipend of $12. For seven years he worked 
and his aptitude brought him successfully 
through various departments to the position 
of assistant cashier in 1878. In 1880 there 
was some trouble and the directors consid- 
ered the alternative of electing a new presi- 
dent or liquidating. Young John Mitchell, 
although only twenty-six years of age, was 
selected by the directors to head and reor- 
ganize the bank and his father is quoted as 
saying to the directors: “I will back John 
with all I have and I am glad you gentlemen 
agree with my idea.” 


From the time of Mr. Mitchell’s presidency 
dates the remarkable success of the Illinois 
Trust & Savings Bank which came through 
periodic financial storms with ever increasing 
sinews until in 1906 it attained resources of 


$106,000,000, which were extraordinary in 
banking annals at that period and gave to 
the Illinois Trust the distinction of com- 
manding the largest total of banking re- 
sources among the trust companies of the 
United States. Soon after Mr. Mitchell be- 
‘ame president he directed his attention to 
developing trust functions and fathered legis- 
lation at Springfield which provided for the 
regulation and administration of trusts by 
trust companies, one of the first legislative 
acts to be passed at that period west of the 
Alleghanies. In 1887 the Illinois Trust was 
among the first to avail itself of trust powers 
and in the late William H. Henckle, who was 
secretary of the trust department for thirty 
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years, Mr. Mitchell found a valiant coadju- 
sator in developing trust business. It was 
the success of this trust department that at- 
tracted other Chicago banks and trust com- 
panies to the potential possibilities of this 
field of operation. How wonderfully this de- 
partment was developed may be understood 
when trust assets mounted into the hundreds 
of millions, contributing the major portion 
of the more than half a billion of trust funds 
which was reported in 1924 when the Illinois 
Trust & Savings Bank was merged with the 
Merchants Loan & Trust Company and the 
Corn Exchange National Bank, to form the 
largest trust company west of New York. 
It was in 1897 that the Illinois Trust & 
Savings Bank took possession of what was 
at that time the most palatial and spacious 
exclusive bank and trust company building 
anywhere in the country, erected across from 
the Board of Trade at the head of LaSalle 
street. From Mr. Mitchell’s private office on 
the second floor there radiated decisions 
which gave substance to financial, business 
and industrial enterprises of great magni- 
tude, embracing the Middle West and reach- 
ing to the Atlantic Coast. But always these 
decisions were constructive and unerring. 


In 1924 the bank and trust com- 
pany merger in Chicago banking history was 
completed, bringing into one company and 
under the roof of the massive new Illinois 
Trust Building, covering the entire block on 
Jackson street from Clark to LaSalle streets, 
the giant organization composing the former 
Illinois Trust & Savings Bank, the Merchants 
Loan & Trust Company and the Corn Ex- 
change National Bank. With trust funds of 
about half way between half to one billion, 
the latest financial statement of the Illinois 
Merchants Trust Company shows resources 
of $478,000,000 ; deposits nearly 400 million; 
eapital $15,000,000; surplus and undivided 
profits of $30,827,000. 


largest 


Death came to Mr. Mitchell when he was 
arranging his affairs to enjoy his first re- 
spite after a career of arduous labor. 
Only last February he relinquished the of- 
fice of president of the Illinois Merchants 
Trust Company to the present incumbent, 
Eugene M. Stevens, and assumed the less 
active duties of chairman of the board. In 
the fall of 1919, after completing nearly forty 
years as president of the Illinois Trust & 
Savings, he sought release from active man- 
agement. It was not to be, however. At 
that time plans were on for ultimate merger 
with the Merchants Loan & Trust Company, 
and the late Edmund D. Hulbert, president 
of the Merchants, was also elected president 


long 
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of the Illinois Trust & Savings, with Mr. 
Mitchell as chairman of the board. Then 
in 1924, on the eve of the actual consolida- 
tion, Mr. Hulbert died and Mr. Mitchell 
stepped into the breach, becoming president 
of the consolidated Illinois Merchants Trust 
Company, continuing in that office until last 
February. 

With advancing years the strain upon Mr. 
Mitchell’s vitality became evident and last 
year he suffered a serious illness from which 
he recovered, however, and resumed work 
at his desk. Accompanied by Mrs. Mitchell 
he made a trip to Europe and came back 
refreshed and looking forward to years of 
greater ease. Notwithstanding his responsi- 
bilities which he carried, Mr. Mitchell main- 
tained active interest in numerous corporate 
and financial enterprises with which he was 
associated as director, the list of corpora- 
tions with which he was or had been identi- 
fied as director including the following: the 
Pullman Company, Texas Company, Inter- 
national Harvester, Commonwealth Edison, 
Illinois Bell Telephone, First National Bank, 
New York; New York Trust Company, Kan- 
sas City & Southern Railway Company, Chi- 
cago, Rock Island & Pacific Railroad, Chi- 
cago & Alton Railroad, Western Union Tele- 
graph Company, Chase National Bank, Amer- 
ican Telephone and Telegraph, and many 
other leading corporations. He was a trus- 
tee of the Audit Company of New York, the 
Mutual Life Insurance Company, and the 
American Surety Company. 

The confidence reposed in Mr. Mitchell and 
his associates was also evidenced by the im- 
portant Chicago estate confided to the fidu- 
ciary care of the Illinois Merchants Trust 
Company. One of the most recent appoint- 
ments was that of the estate of the late 
Victor F. Lawson, owner of the Chicago 
Daily News, who confided in his will to Mr. 
Mitchell and the trust department the pre- 
servation of management and policies of his 
great newspaper. Mr. Mitchell was also 
prominent in all movements for the civie and 
cultural advancement of Chicago, was a di- 
rector of the Art Institute, trustee of North- 
western University, and member of the Chi- 
cago Plan Commision. 

The funeral of Mr. and Mrs. Mitchell was 
attended by men prominent in national life 
and in business and financial affairs. Six 
vice-presidents of the trust company were 
the active pallbearers and a signal tribute 
was also paid by the community when all 
street cars in Chicago came to a standstill 
for a minute during the funeral. 
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S. DAVIES WARFIELD 

The death of 8S. Davies Warfield, president 
of the Seaboard Air Line Railroad and presi- 
dent of the Continental Trust Company of 
Baltimore, removes one of the most influen- 
tial figures in financial and railroad circles. 
He was a constructive force in whatever task 
he assumed. One of his most important 
achievements was in organizing the Associa- 
tion of Railway Security Owners and acting 
as the spokesman for the thousands who held 
railroad bonds and _ stocks, insisting upon 
their equitable rights in matters of legisla- 
tion, taxation and supervision. Another val- 
uable contribution was his rehabilitation of 
the Seaboard Air Line as chairman of the 
receivership and reorganization committees. 

Mr. Warfield was a descendant from one 
of the prominent Colonial families of Mary- 
land. His earlier business career was de- 
voted to mercantile and manufacturing enter- 
prises. In 1898 he organized the Continental 
Trust Company of Baltimore and continued 
as president until his death. He became iden- 
tified with railroading as a member of the 
organization committee of the Seaboard Air 
Line and when that road was thrown into 
receivership Mr. Warfield demonstrated his 
talent in directing the work of reorganiza- 
tion. He organized and for seven and a half 
years directed the policies of the National 
Association of Owners of Railroad Securities. 

Mr. Warfield had a diversified interest in 
financial and corporate affairs. He was a 
director of the Mercantile Trust Company 
of New York prior to the merger of that 
company with the Bankers Trust Company. 
He was also president of the Baltimore Steam 
Packet Company, director in the Maryland 
Casualty Company and the New York Life 
Insurance Company. He organized the group 
which purchased the Consolidated Gas Com- 
pany and which later became the Consoli- 
dated Gas, Electric Light and Power Com- 
pany of Baltimore. Numerous other develop- 
ment projects received his attention. 

The will of the late Mr. Warfield directs 
that his entire residuary estate, estimated at 
from $5,000,000 to $10,000,000, shall be used 
to found the “Anna Emory Warfield Home” 
for dependent aged women, and named after 
his mother. His will also directed the ap- 
pointment of a committee to conserve his 
holdings of stock in the Seaboard Air Line. 


William J. Casey, former vice-president, 
has been elected president of the Continental 
Trust Company of Baltimore, succeeding the 
late S. Davies Warfield. The new president 
was formerly a newspaper man on the Balti- 
more Sun and Manufacturers Record. 
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COL. JAMES M. SCHOONMAKER 

Pittsburgh lost one of its most distin- 
guished and useful citizens in the recent death 
of Col. J. M. Schoonmaker, one of the veter- 
ans in trust service. He has been vice-presi- 
dent of the Union Trust Company of Pitts- 
burgh since its inception nearly forty years 
ago. He was a member of the group, headed 
by the present Secretary of the Treasury, 
A. W. Mellon, which organized the Union 
Trust & Transfer Company as the parent 
of the Union Trust Company. 





CoL. JAMES M. SCHOONM/KER 


Mr. Schoonmaker attained the mature age 
of eighty-five years and has been influ- 
ential in both the banking and industrial 
development of Pittsburgh. After being as- 
sociated with the coal business he became 
interested in railroad construction and with 
a group of associates, built the Pittsburgh 
and Lake Erie Railroad. Mr. Schoonmaker 
was one of the survivors of the Civil War, 
where he performed most valiant duty and 
was mustered out as colonel. He was also 
awarded by Congress with a Congressional 
Medal of Honor. He was also a director of 
the Mellon National Bank and the Union 
Savings Bank. 


zatest Treasury figures place the gold 
stock held in the United States at $4,500,000. 
000, equal to 55 per cent of the gold coin of 
the world. 





The ‘New Home 


of an 


Old Bank 


No barriers of glass or iron bars 
detract from the friendly, face to 
face, relation existing between 
teller and customer in our new 
Main Bank, pictured above. In- 
stead of the usual wickets, busi- 
ness is transacted over specially 
constructed marble counters 



































The special counters are also fea- 
tured in the enlarged Trust De- 
partment, which occupies the en- 
tire top floor. 














This Department, under the abl¢ 
direction of James W. Harbaugh, 
Trust Officer, is equipped to han- 
dle all matters pertaining to Wills, 
Voluntary Trusts, Insurance Trusts, 


and the like. 
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The Mechanics’ Trust Company 


OF NEW JERSEY 


BAYONNE, N. J. 


COLLECTIONS—Dally Presentation by Our Messengers on Staten Island 
(Borough of Richmond, New York City) 


JERSEY CITY (Including Greenville) 


HOBOKEN and BAYONNE 


COLLECTIONS FOR AND ACCOUNTS OF BANKS SOLICITED 
Reciprocal Balances Based on Volume of Business 


Organized 1886 


ONLY TRUST COMPANY IN NEW JERSEY THAT CLEARS THROUGH 
THE NEW YORK CLEARING HOUSE 


CONNECTICUT BANK COMMISSIONER BECOMES VICE-PRESI- 
DENT OF HARTFORD-CONNECTICUT TRUST COMPANY 


The Hartford-Connecticut Trust Company 
of Hartford, Conn., one of the pioneer trust 
companies of that state, is fortunate in hav- 
ing secured as a member of its executive 
staff, John B. Byrne, who has resigned as 
State Bank Commissioner of Connecticut to 
assume the vice-presidency of the company. 
At the same meeting at which this election 
was approved two official promotions were 
also made, Allen H. Newton, who began with 
the Connecticut Trust & Safe Deposit Com- 
pany as messenger in 1881 and worked up- 


JOHN G. BYRNE 


Elected Vice-president of the Hartford-Connecticut 
Trust Co. 


ward through various posts to that of treasu- 
rer, has been elected a_ vice-president. 
Charles A. Hunter, who came to the Hart- 
ford Trust Company in 1886 and has held 
the office of treasurer, has also been advanced 
to vice-president. Harold M. Kenyon, who 
has been with the organization for twenty- 
four years and during the last two years as 
assistant treasurer, has been elected treasure! 

The election of John B. Byrne adds a 
strong personality to the trust company. He 
began his banking career with the First Na- 
tional Bank of Putnam and became associ- 
ated with the State Banking Department in 
1917. His aptitude and conscientious appli- 
eation brought him the appointment of chief 
examiner in 1920 and deputy commissioner 
in 1922. In that year when Commissioner 
Bissland died, Mr. Byrne assumed by com- 
mon consent the duties of Bank Commission- 
er and during the past five years he has 
given Connecticut a banking administration 
which has set a new standard for efficiency 
and cooperation. 

Deputy Commissioner Lester E. Shippee 
has been appointed Bank Commissioner to 
fill out the term of Mr. Byrne’s appointment. 


The Chase National Bank has been ap- 
pointed registrar for 30,000 shares of pre- 
ferred stock and 97,367 shares of Class B 
common stock of Burns Bros. 

The Chemical National Bank has been ap- 
pointed transfer agent for 150,000 shares of 
common and 10,000 shares of preferred stock 
of the Frink Corporation. 

The American Exchange Irving Trust Com- 
pany has been appointed substituted trustee 
for an issue of $4,413,000 par value first 
mortgage 5 per cent gold bonds of the San 
Antonio, Uvaldy & Gulf Railway Company. 
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WHY THE INVESTMENT TRUST PLAN IS NOT ADAPT- 
ABLE TO POOLING OF TRUST INVESTMENTS 


LEGAL AND ADMINISTRATIVE OBJECTIONS 


L. H. ROSEBERRY 
Vice-president and Manager, Trust Department of Security Trust and Savings Bank, Los Angeles 





(Epitor’s Note: Rapid increase and vast accumulation of trust funds confided tol 
trust companies and banks as fiduciaries, has directed attention more and more to prob- 


lems of investment and administration. 


Because of such live interest in the efficient and 


economical handling of trust funds, the novel suggestion at the last Mid-Continent Trust 
Conference, as to the possibility of pooling trust investments in a common fund similar 


to the plan of investment trusts, has become a topic of discussion. 


The subject is well 


handled by Mr. Roseberry in his paper presented at the recent annual meeting of the 
Trust Company Division, embodying also objections by experienced trust officers.) 


HE proposition of pooling trust invest- 

ments is one which has undoubtedly 

intrigued the thought of most of us, 
at one time or another. It was given definite 
expression in a paper before the Mid-Conti- 
nental Trust Conference in September by 
Joseph Chapman, president of L. 8S. Donald- 
son Company, of Minneapolis. 

Any constructive suggestion which relates 
to possible improvements in trust company 
service should, in my judgment, be given 
due consideration and discussion, even if it 
implies changes in corporate fiduciary prac- 
tice so radical as to frighten those of us who 
are conservatively minded, either by Nature 
or by the training which goes with our pro- 
fession. Trust companies are quasi-public 
institutions, and because of the very nature 
and magnitude of the trusts which are be- 
stowed upon them, owe it to society to adopt 
every sound and proven method which will 
increase their efficiency or better their 
service. 

On the other hand I do not believe that 
the public expects us to experiment with 
anything which has an element of danger in 
it. I believe I am safe in the assumption 
that those who seek the services of trust 
companies do so primarily because of the 
reputation of such companies for conserva- 
tism and chariness with regard to anything 
experimental. Of course it may be said that 
nothing can ever be proven without experi- 
mentation, yet sometimes careful analysis 
will reveal faults in a proposition so grave 
as to make experimentation unwise. Care- 
ful analysis, then, is what we owe the sug- 
gestion that trust companies be permitted 
to pool their investments. 


Individual Trusts Must Be Kept Separate 

We are all familiar with the fact that it 
has been an axiom of trust company admin- 
istration, almost from time immemorial, that 
individual trusts shall be kept separate and 
distinct from each other, without commin- 
gling of assets. This has been the common 
law in effect for several hundred years, later 
confirmed by statute in most if not all of 
the states of the Union. One of the firmest 
and most fundamental principles underlying 
trusts since their inception centuries ago, 
was the recognition of and strict adherence 
to this principle of maintaining the sanctity 
of identity as between individual trusts. The 
idea has in fact become so firmly inculeated 
in the minds of the public and trust officers 
generally that any effort to change the exist- 
ing practice should not only be given the 
gravest thought and study, but would have 
to be preceded by cautious investigation to 
feel out the attitude of the public, and then 
(if adopted) be followed by carefully planned 
publicity calculated to revamp the now popu 
lar ideas concerning the administration of 
trust assets. 

In other words, if we should assume for 
the moment that it would be found advisable 
to adopt the policy of pooling trust invest- 
ments, in whole or in part, issuing partici- 
pation certificates to the various trusts for 
their proportionate contributions to the pool, 
the practical difficulty of overcoming the 
previous law and traditions to the contrary, 
revising and amending the statutes of the 
various states, and completely revamping 
public opinion, would be a formidable task 
which it would take years to accomplish, 
if in fact it could ever be accomplished suc- 
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UNION TRUST COMPANY 


OF SPRINGFIELD, MASSACHUSETTS 


ALL THE WELL-KNOWN 


CAPACITIES OF TRUST, SUCH AS EXECUTOR, ADMIN- 


ISTRATOR, TRUSTEE, GUARDIAN AND DEPOSITARY 


RESOURCES OVER $40,000.000,00 





There is a grave danger, too, that 


cessfully. 
any attempt on the part of the trust com- 


panies to bring about such a radical change 
in practice might at once arouse that 
picion or shade of doubt in the public mind 
which trust companies have so religiously 
and successfully guarded against thus far. 


sus- 


Investment Trust Principles Not Applicable 
The idea of pooling trust investments un- 


doubtedly originates from the investment 
trust, which has had some vogue in Great 


tritain, and, more recently, in this country. 
The theory of the investment trust, of course, 
is that it permits small individual investors 
to enjoy the safeguards or the profits of 
widely diversified securities. The investment 
trust was devised primarily for the handling 
of stocks, which by their nature are subject 
to fluctuation. Proponents of the investment 
trust idea assume that there shall be losses 
on some of the securities in the portfolio, 
but frankly state that they expect such 
losses to be outweighed by exceptional prof- 
its on other investments in the portfolio. 
Here we have two premises, that of possible 


losses, and that of occasional speculative 
profits, that are repugnant to good trust 
company policy. One of the fundamental 


principles of trust company management is 
that there shall be no losses, and because of 
the nature of the securities which must be 
selected to maintain this ideal, it follows 
that only occasionally will there be any 
speculative profits, nor must any such be 
expected. 

The investment trust is a device for deal- 
ing in stocks, many if not most of which are 
frankly speculative. Trust companies, gen- 
erally speaking, deal not in stocks but in 
bonds and mortgages, and purposely select 
securities which have the minimum of fluc- 
tuation in order to secure the maximum of 
safety. The theory of the investment trust 
is that fluctuations will be ironed 





out by 





diversification and the law of averages. The 
theory behind trust company investment is 
that there shall be no material fluctuation. 
The two ideas are fundamentally different 
and always will be, in my opinion, because 
the objects to be accomplished, and the nec 
essary methods of accomplishing them, will 
always be different. 

The investment trust idea presumes that 
the bulk of the securities will be stocks. The 
statutes of most dictate that trust 
funds shall be placed in public bonds or se- 


states 


cured obligations of various kinds, instead 
of in stocks. While in some states stocks 
are “legals,” the trust companies in such 
States are cautious about investing trust 
funds in them. If we are to adopt the 
investment trust plan, it seems to me that 


we must admit that stocks are better invest- 
ments than bonds, when diversified, and then 
go about changing the common law, statutes 
that have become hoary with age, and pub 
lic opinion that developed 
years of education and persuasion. 


has been after 


Trust Policy Does Not Admit of Losses 

I have said that the ideal trust policy does 
not admit of This is of course the 
ideal, and ideals are not always realized to 
perfection. However, you will recall that a 
survey made by the committee on research 
of the Trust Company Division, American 
Bankers Association, in December, 1923, un- 
der its Questionnaire Number Four, and 
which covered a period of twenty years, de- 
veloped that there had been no losses actu- 
ally suffered by the beneficiaries of any 
trust administered by American trust com- 
panies during that time. Such small losses 
as are experienced are at once absorbed by 
the trust companies themselves. 


losses. 


Insofar as 
there are no losses, the plan of pooling in- 
vestments to prevent losses would seem to 
be wholly a moot and not a practical ques- 
tion. The laws, practices, 


procedure avd 
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IN SAN FRANCISCO 


Crocker First Federal Trust Company 


Identical in ownership with 


Crocker First National Bank 


of San Francisco 


Through its wide experience, is fully qualified to act as Transfer Agent, 
Registrar, Ancillary Administrator, or in any other fiduciary capacity. 


methods of trust companies are being rap- 
idly perfected to further minimize any 
changes of losses to trust funds administered 
by trust companies. 

The idea of pooling trust investments is 
another form of introducing the practice of 
permitting the trustee to purchase, with trust 
funds, beneficial certificates or shares in in- 
vestment trusts; in other 
a new Classification of securities or invest- 
ments for trust funds. It is doubtful 
whether the history of investment trusts will 
justify legalizing certificates or 
these trusts for trust company investment. 
Much stress has been laid on successful in- 
vestment trusts in Great Britain, and pro- 
ponents of the idea that they should be made 
legal for trust company investment in this 
country intimate that such trusts would be 
managed on the same conservative basis as 
the successful ones in Great Britain. We 
must not forget, however,that many of 
these British trusts have failed through lack 
of proper investment conditions or because 
of improper or incapable management. 


words, to create 


shares in 


Apparently the investment trust gives rise 
to many temptations and the human equa- 
tion is uppermost, which is objectionable 
from the standpoint of a trustee. One can 
easily understand that the man who is 
charged with selecting securities to go into 
the investment trust portfolio can very read- 
ily fall into the careless habit of assuming 
that any will be unnoticeable when 
thrown into the general average, and in 
fact this has been the history of many 
such investment trusts here and abroad, 
trust company investment experts know that 
each trust must stand upon its own feet, 
and select their investments accordingly. 


losses 


There is another point here that I should 
mention. in connection with the possible 
adaptability of investment trusts to trust 
company practice. One of the most frequent 


criticisms of the investment trust plan is 
that the management often refuses to pub- 
lish a statement showing their holdings. It 
is probably true that skillful management 
of these investment trusts involves a degree 
of secrecy with regard to holdings, for fear 
of creating unfavorable psychological effect 
upon the market if such holdings become 
known, particularly when held in large 
blocks. Yet any idea of withholding infor- 
mation from beneficiaries as to the contents 
of portfolios in which they have beneficial 
interests is repugnant to trust company pol- 
icy, and would at once bring down criticism 
from the public which it would be difficult 
to overcome. 


Two Types of Investment Trusts 

There are, I believe, two types of invest- 
ment trusts in general use. One is the so- 
called “mobile trust,” which is frankly specu- 
lative in nature, dealing largely in fluctuat- 
ing stocks, trading freely, going in and out 
of the market at presumably favorable times. 
I think we may dismiss any thought of 
adopting the “mobile plan” insofar as trust 
investments are concerned. Arguments 
against it, some of which have already been 
touched upon in this paper, are too obvious. 
The whole theory is opposed to sound trust 
company administration. 

The other plan is known as the 
investment trust,” and apparently it leans 
more toward conservatism. Under this plan 
presumably sound diversified securities are 
purchased and put into the portfolio, and 
then held “for better or for worse” for all 
time to come. It is stipulated that nothing 
in the portfolio shall be sold out, whether 
it goes sour or not, the investors relying 
upon diversification to produce a good aver- 
age return. Obviously each participant in 
the trust must own one or more complete 
salable units of each of the securities held, 
so that if he desires to cash in he may do 


“static 
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so by withdrawing and selling those units, 
at the market. 

If trust companies had to choose between 
the “mobile’ and the “static,” undoubtedly 
they would adopt the latter, and yet it is 
impossible to conceive by what machinery 
this form of trust could be made available 
to the general run of trusts handled by trust 
companies. Obviously it would be feasible 
only for the large trusts which had suffi- 
cient funds to purchase a complete salable 
unit of each security held in the portfolio, 
and such large trusts are able to obtain the 
chief, if not only, advantage offered by the 
“static’ plan, namely, diversification, by 
making up their own individual diversified 
portfolios, without mixing up with other 
trusts in a pool. 


Administration Difficulties Insurmountable 


No matter what form of investment trust 
is offered, mechanical and administrative 
difficulties~of throwing funds or securities 
from different trusts into the pool at dif- 
ferent times and in different amounts, to be 
withdrawn at different times and in differ- 
ent amounts, seem to be almost insuperable 
from a bookkeeping standpoint. It is diffi- 
cult to see how a trust could be settled, or 
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how cash could be raised for a trust which 
had its assets tied up in a pool, without sell- 
ing some of the securities held in the pool. 
Certainly it would be necessary to liquidate 
a sufficient portion of the portfolio to raise 
the cash equivalent of the beneficial inter- 
est under liquidation, and it would seem to 
be impossible to do so in such a manner as 
to make an equitable adjustment with other 
trusts in the pool. 

The theory of the investment trust is that 
each participant has an undivided propor- 
tionate interest in the entire portfolio, and 
yet unless the trust to be liquidated chanced 
to be exactly equal in value to so many in- 
tegral units of each of the securities held 
in the portfolio, which is highly improbable, 
it would be necessary for the trustee arbi- 
trarily to assign to the trust a _ sufficient 
number of whole shares in certain of the 
securities to make up its value, and to do 
that would necessarily affect the rights of 
other members of the pool. The only alter- 
native, apparently, would be for the trust 
company to itself carry a certain portion of 
the beneficial certificates, selling to or buy- 
ing from individual trusts as the need arose. 
But there are many reasons why it would 
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seem to be unwise for the trustee to par- 
ticipate in such a pool, which for lack of 
space must be left to later discussion. Equal- 
ly important objections seem to apply to 
the proposition of having the various trust 
companies cooperate in forming a separate 
investment organization for the purpose. 


Varied Requirements in Investing Trust 
Funds 

There are other grave practical difficul- 
ties which would have to be overcome. It 
is well known that different earning rates 
are sometimes advisable for different trusts, 
and in many cases trusts must have assigned 
to them specially selected securities in order 
to protect them against high income taxation. 
In fact nearly every trust requires some spe- 
cial kind of treatment, and it would seem 
to be necessary to have a dozen or more 
different kinds of pools, varying in earning 
rate and taxability, maturity dates, ete., to 
suit the various kinds of trusts in hand, 
and if one should carry out this classifica- 
tion far enough to make it possible to serve 
the best interests of each and every individual 
trust administered, we would soon be back 
to the point from which we started, namely, 
a separate portfolio for each individual 
trust. 


Another serious difficulty is that many 


633 
trusts, both living and testamentary, pre- 
scribe the exact method of making invest- 
ments, limiting the type of securities for 
trust funds, or giving specific property in the 
trust to certain designated beneficiaries at 
different periods or at final termination of 
the trust. In such trusts there would be 
no possibility of joining in a trust invest- 
ment pool. Such a pool would be largely 
confined to cash and possibly selected se- 
curities coming into the trust. 


Participation Certificates Against Mortgage 

While it is true that in California trustees 
are allowed to issue participation certificates 
against a single mortgage (and in some other 
states trustees are allowed to pool one or 
more mortgages and issue participation cer- 
tificates against them), this practice is 
limited only to investments of a prescribed 
character wholly within the control of the 
trustee, and has not yet been sufficiently 
seasoned to be called successful. This prac- 
tice is probably as far as the legislatures 
will at present go, or trust companies 
recommend. It has some disadvantages now. 
At the termination of any trust it is nec- 
essary for the trustee itself to take up 
participation certificates in such mortgages 
at par and accrued interest until they can 
sell them to another trust. If any mortgage 
against which such participation certiflcates 
were issued should be foreclosed, it would 
become a difficult problem to work out the 
ownership of property taken on the fore- 
closure and its ultimate disposition. The 
practicabilities here have been considered 
but not met or satisfactorily solved in many 
cases. 

Opportunity for Further Study 

These are some of the objections and 
difficulties which appear to stand in the 
way of the application of the investment 
trust plan to trust investments, and yet the 
enormous growth of trust business during 
the last decade prompts one to view each 
new problem which arises from its broadest 
aspects, for in spite of well established laws 
and customs it is conceivable that the scien- 
tific study now being given this class of 
business may develop benefits to society 
which would justify a change in traditions 
and laws relating to trusts. 


Further discussion of the plan of pooling 
trust investments should be invited and may 


offer some constructive suggestions and 
thoughts for improving present methods of 
investing trust funds, but I doubt whether 
the time is now ripe to either change the 
numerous laws to enable its accomplishment, 
to win seasoned and expert trust men to its 
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favor, or to convert the public mind to the 
idea. I can see little good that can actually 
result to trusts or the trustees through such 
a plan. I can see a great deal of difficulty 
and many legal and practical obstacles. If 
the subject is of sufficient interest to warrant 
further consideration the Committee of Re- 
search, Trust Company Division, American 
Bankers Association, would be glad to cir- 
culate a questionnaire upon it among the 
principal trust companies of America, sum- 
marize the replies, and draw the justifiable 
conclusions therefrom. 


Views of Trust Company Officers 

(Note: Supplementing his paper, Mr. 
Roseberry submitted a synopsis of expres- 
sions from trust company officials relative 
to pooling of trust investments from which 
the following are selected :) 

“Public has been educated to demand that 
assets be kept separate and distinct. Any 
attempt to break down this theory would 
arouse suspicion and drive away business.”— 
George T. Petersen, Secretary and Trust 
Officer, Bankers Trust Company, Salt Lake 
City, Utah. 

“The practice of pooling investments in 
mortgages has worked successfully, and has 
certain definite advantages (enumerated in 
detail.) No expression of opinion regarding 
the pooling of investments in other securities 
is given.”—John W. Chalfant, Vice-President 
in Charge of Trusts, The Colonial Trust 
Company, Pittsburgh, Pa. 

“Would secure important advantage of 
diversification. Smaller trusts would re- 
ceive higher return. Bookkeeping difficulties 
could probably be overcome. Many large 
universities successfully pool their trusts. 
Most of the objections to the plan would 
be avoided by omitting larze trusts that re- 
quire special tax treatments.”—Ralph Stone, 
chairman of the board, Detroit Trust Com- 
pany, Detroit, Mich. 

“Objectionable because different estates 


require different types of investment. Might 
work with small trusts, but the wisdom of 
co-mingling assets is doubtful. Plan not 
comparable to present practice of pooling 
investments in mortgages, where the trust 
company itself puts the mortgages in trust 
and issues participation certificates against 
them.”—C. P. Spicer, Detroit Trust Co. 

“Would be an improvement over present 
system, despite objections. Would give 
smaller trusts the benefits of proper diversi- 
fication. Believe best method would be for- 
mation of investment trust within the trust 
company. Character of investments should 
be limited to those suitable for trust funds.” 
—John E. Blunt, vice-president, Illinois Mer- 
chants Trust Company, Chicago, II. 

“Pooling would be advantageous. Method 
would be to have various trust companies 
organize a mortgage and investment com- 
pany for the purpose of making investments 
suitable for trust estates, this company to 
sell participation certificates. Any profits 
would go into a reserve against losses, no 
profits to go to the member companies.”— 
Joseph W. White, trust officer, Mercantile 
Trust Company, St. Louis, 

“Would arouse public criticism. Volume 
would have to be large in order to secure 
worth while spread of risk. Many book- 
keeping difficulties.’—C. R. Holden, vice- 
president, Union Trust Company, Chicago 

“Doubt regarding capable management of 
investment trusts in this country. Even in 
Great Britain many have failed. May be 
possibilities along this line, but no definite 
conclusions possible yet.’—W. M. Baldwin, 
vice-president, The Union Trust Company, 
Cleveland, O. 

“Would destroy distinctiveness of trust 
company service. Would be following insur- 
ance company plan, and therefore might 
have to guarantee certain yield.”—Joel H. 
Prescott, vice-president, Union Trust Com 
pany, Detroit, Mich. 
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LOS ANGELES-FIRST NATIONAL 2285 BANK 


Consolidation of Tut First Nationa, Bank or Los ANGELES 
and the Paciric-SoutTuwest Trust & Savincs BAnk 


UNITED! for GREATER SERVICE 


UT of more than fifty years as an outstanding 

factor in California business, has risen this 
banking organization . . . a consolidation of THE 
First NATIONAL Bank oF Los ANGELES and the 
Paciric-SOUTHWEST Trust & Savincs BANK, under 
national charter and membership in the Federal 
Reserve System. 


We step across the threshold of a new era of service, 
under a new name, and with determination that our 
unified strength shall contribute even more than 
heretofore to the acceleration of business progress 
in the area we serve. 


Send us your Pacific Coast business. We are well 
equipped to handle it through our Head Office and 
branches in Los Angeles and in other California 
Cities from Fresno to the Mexican line. 


Resources More THAN 300 MILLION 


CAPITAL SURPLUS PRorFitTs 
$12,250,000 $8,000,000 $8,193,584.55 








PERMANENT AND 


NON-POLITICAL SUPERVISION 





AS 


REMEDY FOR BANK FAILURES 


ADAPTING CREDIT BUREAU AND CLEARING HOUSE EXAMINER IDEA 


DAN V. STEPHENS 
President, Fremont State Bank, Fremont, Nebraska 


(EprTror’s Nore: 


Mr. Stephens attributes the heavy toll of bank failures during the 


past seven years to the absence of permanent and businesslike supervision in either the 
state or national banking system, free from political control and the constant shifting of 


political régimes. 
ers Association, he describes an 


In his address before the State Bank Division of the American Bank- 
interesting experiment now being conducted at Fre- 


mont, Neb., which provides for establishment of a bureau of credit exchange and the 
plan of Clearing House examination as part of the legal machinery of the established 


state banking department.) 


HROUGHOUT the United States since 
deflation began seven years ago there 
have been more than four thousand 
bank failures, which have tied up a total 
of over billion dollars in deposits, 50 
per cent to 75 per cent of which. will be a 
total loss to the depositors. In addition to 


one 


this staggering loss other billions have gone 
into hiding through the withdrawal of de- 
posits by timid people who lost confidence 
in our banking institutions. The business of 
the country is now being conducted by ap- 
proximately four thousand less banks than 
existed seven years ago. The business no 
doubt could be conducted in a perfectly sat- 
isfactory manner if we lost four thousand 
more banks, if these losses could be taken 
without dealing to the remaining banks and 
the country a staggering blow. 

The first and primary cause of bank fail- 
ures is the excessive number of banks cre- 
ated by the various state banking depart- 
ments and the Comptroller of the Currency. 
The second cause is attributable to the ineffi- 
ciency of bank supervision by the banking 
departments. This is not a criticism of the 
officials now conducting the various banking 
departments of the country, nor of the Comp- 
troller of the Currency, but it is a criticism 
of the system, which they employ and which 
has been employed for many years in the 
conduct of their business. 

So we have in 
planation of the 
has come to 


these two causes an ex- 
widespread disaster that 
various communities of this 
country during the last seven years of de- 
flation through bank failures. Remove these 
two causes: first, by limiting the number of 


the banks to the needs of the country and, 
second, by adequately supervising those that 
are created and bank failures will disap- 
pear. There can be no other causes for this 
condition excepting those enumerated. De- 
flation, untoward circumstances that have 
arisen, local conditions that may exist, all 
of course contribute to an aggravation of the 
situation that was originally produced by 
one of the two above causes, viz. too many 
banks or too poor supervision. 


Independent Banking Supervision 

The remedy lies first in the mere voluntary 
act of the various banking departments in 
restricting charters to actual needs. It is 
impossible for a continuous businesslike ad- 
ministration of the banking department so 
long as that department is in the control of 
a political appointee of the Governor or the 
President. Additional machinery is neces- 
sary. The creation of an entirely separate 
banking board with a continuous existence 
independent of the Governor or President, 
with power to grant charters for banks, 
would cure to a very large extent this situa- 
tion from which we now suffer. An inde- 
pendent banking board for each state, made 
up in the manner the Federal Reserve Board 
is constituted, would guarantee to the bank- 
ing business of the country an intelligent 
consideration of the subject of granting 
charters. 

Contrast the position of the examiner un- 
der a Clearing House Association with that 
of an examiner from the Comptroller’s office 
or the office of the State Banking Depart- 
ment. Such official examiners are capable 
(just as capable, no doubt, as the Clearing 
House examiners), but they are not perma- 





IN VIRGINIA 


When you, or 
your clients 
either 
personal or cor- 


porate fiduciary 


require 





service in Virginia 
our facilities are at your 
command. 


STATE ~PLANTERS 
BANKJRUST (. 


‘RICHMOND, VIRGINIA. 


Resources $42,000,000.00 








nently assigned to a location and charged 
with responsibility of maintaining or improv- 
ing the status quo of the banks of that lo- 
cality. They are not made responsible to a 
local organization that is deeply interested 
in the welfare of every bank within the or- 
ganization. They report to their respective 
superiors the result of their examinations 
and move on to other places. Their supe- 


riors at their respective banking depart- 
ments attempt to enforce the findings of 


these itinerant examiners at long range and 
with varying results. 


Adapting the Credit Clearing House 
Examiner Idea 

The remedy is clear and it is within reach 
without the necessity of additional legisla- 
tion and without the consent of anyone. 
All we have to do is to readjust our view- 
point; change the method of approach by 
adapting the banking departments of the 
various states and the Comptroller of the 
Currency, to the Credit Clearing House Ex- 


aminer idea. But this idea cannot be 
brought about through voluntary associa- 
tions but the banking departments of state 


and nation can bring it about by the simple 
act of 


permanently locating examiners in 
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banking districts around commercial centers 
and making them responsible for the banks 
within such districts. 

The permanency of the examiner's position 
and his assumption of responsibility for his 
acts are the two vital factors in the success 
of this plan. This, of course, does not in 


any way release the banking department 


of responsibility, but it does make the ex- 
aminers accountable for their acts to the 
department, and the moral force of the 


Clearing House is ever present. 

Every district surrounding a commercial 
center should organize a Clearing House As- 
sociation, not for the purpose of clearing 
checks, but for the clearing of educational 
ideas on better banking practices and for the 
purpose of furnishing organized bodies for 
advisory purposes. It will enable the official 
examiner to have an executive committee. 
created by this Clearing House Association, 
to which he can appeal for support in solv- 
ing some difficult problem of local interest. 


This committee would accord an excellent 
buffer for the Banking Department when 
local controversies arise that can best be 


solved through the joint action of the mem- 
bers of such a committee. 

Lastly, but not of the least importance, is 
the ease with which a credit bureau is es- 
tablished automatically and legally by the 
official examiner. For many years the great- 
est effort possible has been made in various 
localities to establish credit They 
are invariably voluntary associations and 
are only beneficial to those who join them, 
and their efficiency is often reduced by the 
fact that there are always some banks who 
will not join them. This is all done away 
with under the new plan because the exam- 
iner becomes automatically his own credit 
bureau. He can card-index the borrowers 
of the district and furnish information, to 
the banks that are entitled to have it, of 
all duplicate borrowers through a perfectly 
ordered credit bureau. 


bureaus, 


Experimental District in Nebraska 
In order to demonstrate the feasibility of 
this plan an experimental district has been 
set up at Fremont, Neb., known as the “First 
Nebraska Bankers’ Credit Clearing House 
Association” and is now commencing opera- 
tions. It is the first attempt in the United 
States to utilize the advantages of the City 
Clearing House with Examiner through the 

legally established banking department. 
The state examiner assigned to this ter- 
ritory lives in Fremont. He has been pro- 
vided an office and a secretary by the bank- 
ers of the district, who are united into an 
association the above title for credit 


with 
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clearing house 
is wholly 


purposes. This association 
voluntary, cooperating with the 
examiner and for the purpose of aiding him 
in an advisory way whenever called upon to 
do so in difficult cases that come under his 
supervision. The district includes all state 
banks, of course, because the bankers of the 
district are as much concerned about the 
weak banks as they are about the strong 
ones, and the examiner, of course, examines 
them all because he is a 
signed to this district. 

The credit bureau will be established at 
the same time under the supervision of this 
assistant. The information gathered from 
bankers and from the examiner will suffice 
to spot every duplicate borrower and classify 
him. This information will be given only 
where it is needed and to those who are 
interested. It goes without saying that in 
the course of a year these five counties will 
save tens of thousands of dollars that they 
have heretofore lost. 

What we are attempting to do in this dis- 
trict, with great promise of results, can be 
done by banking departments throughout the 
United States without practically any addi- 
tional legislation at all. It is now within 
the power of banking commissioners every- 
where, practically speaking, this 


state examiner as- 


to apply 





policy. 
lish an 


They can create districts and estab- 
examiner in each of 
with responsibility for his work and give 
aid and encouragement to the bankers of 
the district to organize Clearing House asso- 
ciations with credit bureaus and assistants, 
that will make the system perfect. 


2, * 2, 
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WELLS FARGO BANK & UNION 
COMPANY 
Total resources of $150,930,569 are shown 
in the latest statement of the Wells Fargo 
Bank & Union Trust Company, including 
eash of $24,835,000; investments $30,195,000 ; 
loans $85,228,000. Deposits amount to $118,- 
962,000; capital $9,000,000; surplus $5,000,- 
000, and undivided profits $3,462,401. 


TRUST 


Dale M. Tussing, assistant secretary of 
the Guaranty office, Security Trust & Sav- 
ings Bank of Angeles, Cal., has been 
made assistant manager of the Seventh 
Street branch to fill the vacancy caused by 
the recent death of Watson D. Otis. 

The Trenton Trust Company of Trenton, 
N. J. is named executor in the will of the 
late Colonel Washington A. Roebling, builder 
of the Brooklyn Bridge, who left an estate 
valued at $24,359,472. 


Los 
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THE ST. LOUIS UNION TRUST COM- 
PANY does not receive deposits. Its entire 
organization and facilities are devoted to one 


specific object: EFFICIENT TRUST SERVICE. 


Because of its stability, its experienced staff 
of trained Trust Company executives, and its 
capital and surplus of over $11,000,000.00, the 
ST. LOUIS UNION TRUST CO. offers an 


unexcelled service. 


This Company is authorized to act in 
Missouri and Illinois. It will gladly 
co-operate with the home admin- 
istration, when ancillary adminis- 
tration is required in these States. 
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GUARDIAN GROUP OF DETROIT MAKES 
EXCELLENT SHOWING 

The Guardian Detroit Bank which began 
business last June as a component of the 
Guardian Group of Detroit, may lay claim 
to having opened for business with the larg- 
est volume of deposits of any bank ever or- 
ganized in the United States. The financial 
statement of October 10th, four months after 
opening, shows deposits of not less than $27,- 
566,000, with resources aggregating $35,647,- 
062. This statement shows that not only 
were the initial opening of large deposits 
maintained, but that the ratio of increase 
has been at increasing momentum as organi- 
zation details have been perfected. 

The Guardian Group is composed of the 
Guardian Detroit Bank, as the commercial 
banking unit; the Guardian Trust Company, 
which is the parent organization, and the 
Guardian Detroit Company, which handles 
investments, underwritings and provides a 
nationwide service with direct wires to lead- 
ing financial centers. To be added to the 
banking totals are the resources of the Guar- 
dian Trust Company, amounting to $18,792,- 
824, and bringing combined resources to over 
54 millions, all under unified ownership and 
operation. Stock ownership in the Guardian 
Detroit Bank carries with it a proportionate 
interest in the Guardian Trust Company and 
the investment unit, providing a complete 
circle of banking, fiduciary and investment 
service, responsive to broader local require- 
ments and with nationwide scope of activity. 


CLEVELAND COMMUNITY FUND 
CAMPAIGN 


William Ganson Rose, the well known ad- 
vertising expert of Cleveland, who has di- 
rected the publicity for the Cleveland Com- 
munity Fund Campaign during the last four 
years, has been chosen for the important task 
of writing and producing the motion picture 
for the 1927 community fund campaign. This 
picture is based upon a new idea in Com- 
munity Chest publicity. It presents, under 
the title of “The Spirit of Cleveland,” mov- 
ing pictures of Cleveland’s recent progressive 
steps in building industry and commerce. It 
shows briefly views of Paris, London, Chi- 
cago and other foreign and American cities, 
drawing a contrast between those cities and 
Cleveland as a place of which to be proud. 
As a conclusion, the opportunity to boost 
Cleveland in the current Community Chest 
Campaign is presented. It is estimated that 
1,350,000 people saw the Community Fund 
film produced for the 1926 campaign. 
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CHARLES F. PFISTER 

Charles F. Pfister, a commanding figure 
in the industrial, financial and civic life of 
Milwaukee, Wis., passed away on November 
i2th, mourned by his associates and host 
of friends as a man of great, enduring 
achievements and of generous humanitarian 
impulses. He was acknowledged Republican 
leader of Milwaukee although eschewing pub- 
lic office. He was publisher of the Milwaukee 
Sentinel, one of the best types of American 
journalism. He built the Pfister Hotel, was 
a directing force in building the Milwaukee 
street car system and as a director of the 
First Wisconsin National Bank and its affili- 
ated institutions, as well as member of its 
executive, finance and building committees, 
he demonstrated financial genius of rare 
character. 

Mr. Pfister gave a large part of his big 
fortune to charity, education, cultural move- 
ments and was said never to have rejected 
a worthy appeal. With all his legion of 
diversified and important interests, he was 
intensely human and approachable. During 
his many years of association with the First 
Wisconsin National Bank, of which he was 
also a large stockholder, he gave much of 
his time and energies to the administrative 
affairs of that institution. He was born in 
Milwaukee and his life story is written in 
broader development of that city. 


A total of 20,991,333 automobiles and motor 
vehicles were registered in the United States 
in the first six months of 1927, according to 
the records of the U. S. Department of Ag- 
riculture. 

The Bank of Montreal recently celebrated 
its 110th anniversary with resources in ex- 
cess of $819,000,000. 

The New Jersey Title Guarantee & Trust 
Company of Jersey City has increased its 
capital from $1,300,000 to $2,000,000. 
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W. S. McLUCAS 


Chairman of the Board of the Commerce Trust Company of Kansas City, Mo., who 

has been elected president of the Trust Company Division of the American Bankers 

Association, and chairman of the new Committee of the American Bankers Asso- 
ciation to report on reorganization of the Association on functional lines. 
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THIRTY-SECOND ANNUAL MEETING 


OF Tt.E 


Trust Company Dibision 


AMERICAN BANKERS ASSOCIATION 


HELD IN HOUSTON, TEXAS, OCTOBER 26, 1927 


Officers elected for ensuing year: 


President: W. S. McLucas, 
the board, Commerce Trust 


Kansas City, Mo. 


Vice-president: James H. Perkins, presi- 
dent The Farmers Loan & Trust Company, 
New York. 


Chairman Executive Committee: A. V. 
Morton, vice-president, Pennsylvania Com- 
pany for Insuran:es on Lives and Granting 


Annuities, Philadelph‘a, Pa. 


Members of Executive Committee for three 
years term: 


chairman of 
Company, 


Thomas C. Hennings, vice-president Mer- 
cantile Trust Company, St. Louis, Mo. 

W. M. Baldwin, vice-president Union Trust 
Company, Cleveland, Ohio. 


Frank Taylor, vice-president Illinois Mer- 
chants Trust Company, Chicago, Ill. 

Henry 
States Mortgage and Trust Co., New York. 


Leo S. Chandler, vice-president California 
Bank, Los Angeles, Cal. 


L. Servoss, vice-president United 


SSENTIALS of safety in the invest- 

ment of trust funds, the relationships 

of trust companies in fostering sound 
financing and organization of investment 
trusts and cultivation of an effective pro- 
gram of cooperation with underwriters in de- 
velopment of life insurance trusts, were the 
major topics discussed at the thirty-second 
annual meeting of the Trust Company Divi- 
sion of the American Bankers Association, 
held on the afternoon of Wednesday, October 
26th at Houston, Texas. The most impor- 
tant action was the approval of resolutions 
calling upon the Investment Bankers Associ- 
ation to give its aid in discouraging the 
dangerous practice of creating corporate 
mortgages authorizing new issues of secu- 
rities whereby issuing house is appointed de- 
pository and custodian of principal, interest 
and sinking funds which should properly be 
deposited and madé payable to trust compa- 


nies as trustees. This step was urged not 


primarily as an invasion of legitimate trust 
functions, but because of the possible losses 
from non-segregation to investors and the 
hazard to safety of such funds belonging to 
security holders. 

In view of the rapid 
ganization of Investment Trusts, requiring 
the services of trust companies as trustees 
for deposited securities as well as acting 
as registrar and transfer agents for certifi- 
cates issued thereunder, the address on “The 
Investment Trust” by Edgar Lawrence 
Smith, president of the Investment Managers 
Company of New York, commanded very 


increase in the or- 


EDWARD J. Fox 


President, Easton Trust Co., Easton, Pa., who presided 
at annual meeting of Trust Company Division as retiring 
President 
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timely interest. The subject of “Pooling 
Trust Investments,” dealt with in a paper 
prepared by L. H. Roseberry, vice-president 
of the Security Trust & Savings Bank of 
Los Angeles, likewise derived particular at- 
tention from the fact that one of the speak- 
ers at the Mid-Continent Trust Conference 
brought a suggestion that the problem of 
handling large volume of trust investments 
might yield to solution by adopting a plan 
of pooling trust investments in a common 
fund, similar in principle to the creation of 
investment trusts and the practice of life 
insurance companies directing payment of 
policy proceeds to be held by the company as 
a trust with assets of the company liable for 
the single trust. The conclusion presented in 
Mr. Roseberry’s paper was that such pooling 
of trust investments is contrary to both ap- 
proved practice and statutory requirements. 

The discussion on “How the Insurance Un- 
derwriter Desires to Cooperate,” led by sev- 
eral underwriters, yielded some instructive 
suggestions. Of peculiar interest, in view 
of the large number of banks as well as 
trust companies engaging in trust service, 
were the remarks made by retiring president 
of the American Bankers Association, Melvin 
A. Traylor. 


JAMES H. PERKINS 


President, Farmers Loan & Trust Company of New York, 
elected Vice-president of the Trust Company Division 


COMPANIES 


Proceedings of Trust Company 
Division Meeting 


Keen interest in the 
Trust Company 


deliberations of the 
Division indicated by 
the large attendance, including liberal rep- 
resentation from national and state banks, 
when the annual meeting was called to order 
by President Edward J. Fox on the after- 
noon of Wednesday, October 26th, in the ball- 
room of Rice Hotel. Without preliminaries 
President Fox presented his annual address. 
He began by citing the growth of trust com- 
pany resources, confirmed by telegraphic ad- 
from John W. Platten, president of 
the United States Mortgage & Trust Com- 
pany of New York, giving latest totals from 
the 1927 year issued by the 
and showing aggregate 
of trust 
30, 1927, an 
1926. The 
pears on following 


was 


vices 


book company 
resources, exclusive 
$20,480,000,000 on June 
$1,145,000,000 over 


President Fox ap- 


assets, of 
increase of 
address by 
pages. 
Following the address by President Fox, 
a committee on nominations was appointed 
consisting of John N. Stalker, vice-president 
of the Union Trust Company of Detroit, 
chairman; Judge H. L. Standeven, vice-presi- 
dent Exchange Trust Company, Tulsa, Okla., 
and E. A. Pruden, vice-president Fidelity 
Union Trust Company, Newark, N. J. 


J. ARTHUR HOUSE 


President, Guardian Trust Co., 
Executive Committee of Trust Company Division 





Cleveland and member of 








CONSTRUCTIVE ACTIVITIES OF THE TRUST COMPANY 
DIVISION 


ANNUAL ADDRESS OF THE PRESIDENT 


EDWARD J. FOX j 
President, Trust Company Division, A. B. A. and President, Easton Trust Company, Easton, Pa. 


(Eprror’s NoTE: 


Notable progress in standardizing and adjustment of fees for fidu- 


ciary services, in cementing sound relations between trust companies and lawyers and in 
surrounding investment of trust funds with approved safeguards, are some of the matters 
touched upon in surveying the work and activities of the Trust Company Division of the 


American Bankers Association during the last year. 


Mr. Fox comments also upon the 


new vision of trust service and expanding opportunities for fiduciary protection.) 


T is gratifying to note that as we assem- 

ble in the annual meeting of the Trust 

Company Division, there is a continued 
and growing recognition of the value of trust 
company service. Not only is there an in- 
crease in the number of trust companies, but 
national banks, in greater numbers, are exer- 
cising the fiduciary function now conferred 
upon them by law. This indicates that there 
is a demand for trust service by the public 
and it is more and more important that we 
render it in the best possible manner. 

It is interesting to recall from what small 
beginnings the modern trust company 
grown. A writer in a recent number of the 
Century Magazine draws attention to a mis- 
take made by Benjamin Franklin, the great 
Apostle of Thrift, in the creation of a trust. 
He provided in his will that two thousand 
pounds, a trust fund, should be divided and 
paid to the cities of Boston and Philadel- 
phia, and that this fund should be loaned 
to young married artisans. Dr. Franklin ¢cal- 
culated that by the end of a century, there 
would be one hundred and thirty thousand 
pounds. This, he thought, would be a great 
fortune, but unfortunately his calculations 
were not correct and his expectations have 
not been realized. What would the eminent 
philosopher think, were he alive today, of 
the vast accumulations of wealth which are 
now in the custody and care of the fidu- 
ciaries of this country? 


has 


Aggregation of Trust Funds 

The trust companies of America, irrespec- 
tive of the national banks, have nineteen bil- 
lions of dollars in their care. The Federal 
Trade Commission, in its recent report, 
stated that all trusts, including religious 
and benevolent organizations, educational 
institutions and foundations, community 


chests and public trusts, amount to fifteen 
billions of dollars. These trusts are the 
legitimate offspring of the trust idea which 
began with the creation of the first trust 
company chartered in New York City more 
than one hundred years ago. The care and 
custody of these funds, invested, as they are, 
largely in securities of this country, im- 
poses a tremendous responsibility upon the 
trust companies of our country. During the 
recent months when securities have reached 
the highest market prices in their history, 
there have been a number of timely warn- 
ings against ovyerextension of industry or 
business. It might not be amiss in the midst 
of our great prosperity to give thought to 
these warnings. 

We must not rget, what we all know, 
that proper inyestment in sound securities 
keeps the life blood of business flowing prop- 
erly. Speculative investments may eventu- 
ally result in disaster and should be dis- 
couraged. Great national and industrial 
wealth results in great wealth for the indi- 
vidual and this in turn brings upon us, the 
corporate fiduciary, the task of protecting 
and conserving that wealth entrusted to us 
for safekeeping and management, both dur- 
ing the life of the owner and after his 
death. Problems confronting the institu- 
tions which we have the honor to represent 
are increasing, but I believe that they are 
being solved by them with greater efficiency 
and greater devotion to duty than ever be- 
fore and that the confidence placed in trust 
companies of the United States today as 
shown by an ever-increasing clientele is due 
to the splendid service being rendered. 

The nature and form of trusts is con- 
stantly changing and developing. One of the 
most recent developments is the investment 


trust. We are to hear today a discussion of 
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this form of trust—new for this country— 
but one that has been employed in Great 
Britain for a long time. In the past five 
months ninety-five of these trusts have been 
created with assets of four hundred million 
dollars. I can conceive how these trusts, 
if properly conducted and managed, may 
be desirable, but there is danger in th> 
possibility that they may be improperly man- 
aged and may include securities which 
not proper investments for trust funds, Our 
problem should be so to safeguard this 
form of investment that it does not fall into 
the hands of either incompetent or dishonest 
promoters. 


are 


Activities of the Trust Division 

The year just closed has been a busy one 
in our Division. I will summarize briefly 
some of the activities which have engaged 
our attention. Searcely any of them are 
new. They are a further development of 
which we have set out to do, and all 
branches of which show progress. 


work 


One of the first activities undertaken when 
the Division was reorganized some years 
ago, was that of publicity and advertising. 
The personnel of the Committee on Publicity 
during the past eleven years has been almost 
without change. The accumulated experi- 
and knowledge of this committee has 
made it an invaluable one in the develop- 
ment of trust business. Under the masterly 
management of Mr. Sisson, its chairman, and 
working steadily month by month, without 
ostentation, this committee has produced ad- 
vertising material which will have much to 
do with the rapid development of trust busi- 
ness throughout the United States. Exhib- 
its of the work are available here today. A 
permanent record of the work of the com- 
mittee during the past seven years may be 
seen in the newly published book “Fiduciary 
Advertising.” I commend its use to every 
corporate fiduciary in the United States and 
1 believe it will greatly assist in 
new business and at a 


ence 


securing 
minimum cost. 

To those of us who are familiar with the 
admirable way in which the services of trust 
companies were advertised in the leading 
magazines of the country during the Na- 
tional Publicity Campaign, 1920-1925, it is a 
source of keen regret that sufficient finan- 
cial support by trust companies generally 
throughout the country was not accorded to 
the committee in its efforts to continue the 
campaign. We see constantly how other 
brancues of business recognize the value of 
impersonal or group advertising. We are not 
making use of our opportunity. 

During the past year, under the able di- 
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rection of Judge Hennings, chairman of our 
committee on insurance trusts, the work of 
cooperation between insurance companies 
and trust companies has proceeded in an 
orderly and effective manner. This is un- 
doubtedly one of the most important devel- 
opments in trust service today. The people 
of America should be thoroughly informed 
as to the value of insurance and trust 
ice combined. 


sery- 
The work is developing stead- 
ily, but the field has scarcely been touched, 
except in our larger cities. This branch of 
service affords a wonderful opportunity for 
trust companies. 


Reports on Proper Fees for Trust Service 

One of the difficult problems confronting 
the corporate fiduciary is the determination 
of proper charges for.services rendered. The 
fear in the minds of the general public that 
the naming of a trust company to adminis- 
ter an estate is a more expensive method 
than the appointment of an individual, is 
one of the which we constantly 
encounter, 

In a thoughtful article by W. J. Kommers 
of Spokane, published in Trust COMPANIES 
Magazine, Mr. Kommers points out, by a 
clever advertisement, which, he says, is the 
result of fifteen years experimentation, that 


obstacles 
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the nominal charge for trust service is one 
of the points which should be emphasized in 
trust advertising. 

Our committee on costs and charges has 
been giving serious and careful attention to 
this important phase of our work. At a 
conference of this committee a full discus- 
sion of fees has resulted in a further in- 
vestigation, the results of which, when 


re- 
leased, will aid trust companies very ma- 
terially. In most businesses today, charges 
are based upon cost. It is comparatively 


easy for a manufacturer of a commodity to 
ascertain what the cost of manufacturing is 
and to place his selling price sufficiently 
above the cost price to receive a proper per- 
centage of profit. In rendering trust service, 
however, and particularly with the intrica- 
cies which enter into the administration of 
estates and trusts, it is very difficult to as- 
certain their exact cost and estimate a fair 
and proper charge under all circumstances. 
Since the last annual convention, our com- 
mittee on costs and charges, under the able 
guidance of Arthur Y. Morton, has been 
making definité progress toward ascertain- 
ing scientifically the cost of accepting, ad- 
ministering and various forms of 
trust services. 
During the 


closing 


past year, forty-seven state 
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legislatures have convened. We are fortu- 
nate in being able to report that no drastic 
legislation has been placed on the statute 
books of any state. There have been some 
attempts made to pass legislation curtailing 
the freedom of corporate fiduciaries in seek- 
ing or administering trust business, but such 
bills have either been withdrawn or modified 
so that they did not prove harmful. 


Legislation Affecting Fiduciaries 

The chairman of the committee on pro- 
tective laws handling state legislative mat- 
ters has filed a report which reveals how 
alert and efficient this committee has been 
during the past year. I would be doing an 
injustice, did I fail to note in this connec- 
tion that our able and efficient deputy mana- 
ger, Mr. Mershon, has constantly been on 
the qui vive for legislation in any part of 
the country which threatened our interest, 
and wherever it has appeared he has invari- 
ably gone to the scene of action and placed 
himself in communication with the local 
representatives of trust companies and has 


usually been able to frustrate these at- 
tempts. 
Under the guidance of Mr. Osgood and 


his committee, the troublesome question of 
taxation has handled in the best pos- 
sible manner and progress has been made in 
connection with the changes it desires to ac- 
complish. The program of work of that 
committee calls for much effort during the 
coming months in assisting the many agen- 
cies now cooperating in an endeavor to effect 
the repeal of the Federal Income Tax. 


been 


Colonel Fries, an honored and beloved ex- 
president of this Division, and the able 
chairman of our committee on legislation, 
has been working on several important 
phases of federal legislation, in close co- 


operation with the general counsel of the 
association, whose advice has been most 
helpful. A test case on one section of the 


Revenue Act is now being instituted through 
this committee, with the financial assistance 
of members of the Division. Able counsel 
have been retained and we hope for a fa- 
vorable determination of this suit. 

with the legal profession 
better basis than that which 

time ago. Any attempts 
which were made to curtail the activities 
of trust companies were the result of im- 
proper appreciation of the character of the 
service which trust companies are rendering 
to the public. With a better understanding 
of the methods employed by trust companies 
in the administration of trusts, and with the 
dissipation of the idea that there is any real 


Our relations 
are on a much 
prevailed some 
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or intended antagonism, the 
operation between the Bar 
ciary is now happily established in most 
jurisdictions. Mr. Griswold, chairman of 
our committee on cooperation with the Bar, 
and who was a successful lawyer before 
entering the trust field, has been guiding 
with a great deal of success the work of 
that committee. 


spirit of co- 
and the fidu- 


Support for Research Work 

Mr. Roseberry of Los Angeles, the efficient 
chairman of our committee on research, has 
been diligently gathering together very im- 
portant information relating to trust com- 
panies and the administration of trusts. 
During the past year this committee has 
been greatly handicapped in the prosecution 
of its work and because of the lack of suffi- 
cient funds. It is hoped that at this meet- 
ing, the request for funds adequate properly 
to prosecute the investigations of this com- 
mittee will be granted. 

Since the enactment of the McFadden 
Bill, giving permanent form to our Federal 
Reserve System and making other changes 
in the banking law coincident with the 
passage of the bill, our committee on rela- 
tions with the Federal Reserve System, is 
finding the need for its services less impor- 
tant. sefore it was determined that the 
System could be maintained, this committee 
directed by Mr. MecLucas, carried 
nation-wide campaign, keeping before the 
1,600 eligible non-member trust companies 
the benefits to be secured by affiliation with 
the System and urging membership. It is 
believed that this has had a definite place 
in shaping favorably public opinion toward 
the System and its operation. 


on a 


The committee has suggested that there is 
no longer any necessity for maintaining its 
existence, but I am not convinced that 
is true. 


this 
At a convention of the representa- 
tives of the various banking departments of 
the several held in 


states Richmond re- 


cently, a very able paper was read by the 


Honorable 
banking in 


Peter G. Cameron, secretary of 

Pennsylvania, in which he 
pointed out that apparently there had been, 
since the passage of the McFadden Bill, a 
disposition to discriminate against trust com- 
panies organized under state charters and 
to accord special privileges to national banks. 
Whether this accusation is or is not well 
founded, I suggest that it would be well for 
our committee to be continued for the pur- 
pose of safeguarding the interests of trust 
companies which are members of the Fed- 
eral Reserve System. They should be, in all 
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respects, on a with the national 


banks. 


parity 


Survey of Trust Securities 
committee on review and survey of 
trust securities, under Mr. Wilson; the 
committee on staff relations, under Mr. 
Kingsberry; and the committee on commu 
nity trusts, under Mr. Littleton, have made 
progress and have submitted reports on their 
activities. 

The organization of corporate fiduciary 
associations in connection with state bank- 
ing associations throughout the country, has 
been progressing during the past year. These 
new centers of activity will be helpful in 
enabling trust companies to discuss locally 
the problems arising in the operation of their 
business and the introduction of new ways 
and means for improvement for the benefit 
of all. The Mid-Winter and Regional Con- 
ferences inaugurated by the Trust Company 
Division some years ago, have been held 
during the past year with increasing at- 
tendance, and much greater interest. During 
the year just closed, two conferences were 
held on the Pacific Coast and two in the 
mid-continent section. 

In the Pacific Coast 
was held in 
October 1 and 2, 


The 


District a conference 
Angeles on September 30, 
1926, just prior to the 


Los 






















































































































































































































































































































efficiently. 





meeting of the American Bankers Associa- 
tion and another conference in Portland. 
Ore., in August, 1927. In the mid-continent 
district, conferences were held jointly with 
the National Bank Division in Omaha on 
December 6 and 7, 1926, and in the Twin 
Cities of Minneapolis and St. Paul, Septem- 
ber 1, 2 and 3, 1927. Papers of great value 
were presented at these meetings and the 
discussions which took place proved to be 
most profitable to all attending. At the Mid- 
Winter Conference, held in New York in 
February, nearly six hundred registrations 
were made, representing all parts of the 
United States. The papers and discussions 
at that conference were of high character 
and most instructive. This annual meeting 
has an increasing value each year and the 
interest in it is constantly growing. The 
annual banquet held in conjunction with 
the Mid-Winter Conference, has grown to be 
one of the most important financial gather- 
ings in the United States. Twelve hundred 
attended this function this year. The din- 
ner list contained the names of many of the 
most distinguished men in the financial 
world. 


Potential Possibilities of Trust Service 

I have attempted to cover briefly the prin- 
cipal activities undertaken and carried on 
by the Division. The potential trust com- 
pany business of the country is so enormous 
that if it were offered in its entitrety to trust 
companies and banks having power to re- 
ceive it, there would not be facilities to 
meet the demand. With the constant reitera- 
tion of our offer to serve and the increas- 
ingly imposing record of trusts well served, 
it is reasonable to believe that in the com- 
ing year, there will be comparatively few 
people ignorant of the benefits to be derived 
in naming a corporate fiduciary and this in 
turn will result in popularizing still more, 
this form of public service. 
I cannot close without expressing my great 
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appreciation to Mr. McLucas, vice-president ; 
to Judge Hervey, chairman of the executive 
committee, and to the various chairmen 
and committees of the Division, who have 
given such splendid cooperation during the 
year that has just closed. It is an old story 
but none the less comes to me with added 
force that Mr. Mershon, our secretary, is 
invaluable to this Division of the Associa- 
tion. He is constantly looking for any points 
of danger that may threaten the interests 
of trust companies and is at all times most 
helpful, not only to the officers of the Divi- 
sion, but to any member who desires to avail 
himself of his extended and accumulated 
knowledge in the fieid of trust company 
work. I cannot sufficiently express my per- 
sonal gratitude to him for his constant as- 
sistance to me in the discharge of my offi- 
cial duty. 

In the year that has past, the grim reaper 
has not left untouched our Division. A num- 
ber of men active in the work of the Asso- 
ciation have passed on. The most notable 
one is Festus J. Wade, president of the Mer- 
eantile Trust Company of St. Louis and a 
former president of the Trust Company Divi- 
sion of the American Bankers Association. 
His loss will be keenly felt in the banking 
world. 

& & & 
RESIGNATION OF DEPUTY MANAGER 
LEROY MERSHON 

During the proceedings of the annual meet- 
ing of the Trust Company Division the an- 
nouncement was made by Chairman Fox of 
the resignation of Leroy Mershon as deputy 
manager of the Division. Expressions of re- 
gret were yoiced and a committee was ap- 
pointed to draft resolutions expressing the 
appreciation of the Trust Company Division 
for his faithful services. During the period 
of Mr. Mershon’s incumbency the activities 
of the Trust Company Division have been 
greatly increased. No announcement was 
made as to his successor. 
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The next feature of the proceedings was 
an address by Edgar Lawrence Smith, presi- 
dent Investment Managers Company of New 
York, on “Investment Trusts,” which is pub- 
lished elsewhere in this issue of Trust Com- 
PANIES. 

The chairman then called upon the presi- 
dent-elect of the American Bankers Associa- 
tion, Thomas R. Preston, who dwelt briefly 
upon the important place of trust company 
service and indicated his desire to “sit in” 
with the conferences and committee meetings 
of the Division in order to familiarize him- 
self with the trust company viewpoint. 

Owing to the unavoidable absence of L. H. 
Roseberry, vice-president of the Security 
Trust & Savings Bank of Los Angeles, his 
scheduled paper on “Pooling Trust Invest- 
ments’’ was read by Edward Elliott, vice- 
president of the same company. The Rose- 
berry address appears elsewhere in this is- 
sue of TrusT COMPANIES. 

At the conclusion of the set addresses the 
meeting was thrown open to a general dis- 
cussion on “How the Insurance Underwriter 
Desires to Cooperate.” The discussion was 
led by George E. Lackey of the Massachu- 
setts Mutual Life Insurance Company, resi- THomas C. HENNINGS 


dent at Oklahoma City, Okla. Vice-president Mercantile Trust Co., St. Louis, and newly 


elected member of Executive Committee of Trust Company 
(Proceedings continued on page 653) Division 
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OPEN FORUM ON 


HOW THE INSURANCE UNDERWRITER DESIRES TO 
COOPERATE WITH TRUST COMPANIES 


Led by GEORGE E. LACKEY 
Massachusetts Mutual Life Insurance Company, Oklahoma City, Okla. 


IFE insurance is a great social plan 

which merges the individual into the 

mass and places beyond the frail man 
standing alone the immeasurable strength of 
men standing together. We are creators of 
property. That is our primary function. I 
am in the young State of Oklahoma where the 
primary purpose is the creation of wealth. 
We are living today with a generation of 
men who came there thirty-eight years ago 
and who are still making money. We are 
training them now through such great men 
as Judge Standeven and many others to 
think of the conservation of that great 
wealth. That is our problem, we on one 
side of the fence creating properties and you 
on the other side conserving them. Our 
great purpose is a mutual one, to better 
serve these people who are on the outside. 


Not Dissipation but Consumption 

It is really appalling to see the men, suc- 
cessful in the creation of wealth, who know 
so little about the conservation of wealth 
and think so little about it. You may ask, 
“Where is the life insurance business going?’ 
I think I can use the stock argument that 
we all talk about, which will show you how 
far short of the goal we are today. You 
know the stock argument or objection that 
we use when we talk about estates being 
distributed on general administrative plans; 
we talk about all life insurance estates be- 
ing dissipated in seven years. I disagree 
with that argument. I don’t think that is 
dissipation. I think that is consumption. 
When I tell you that only about 3 per cent 
of the economic value of human life is in- 
sured, you will agree with me that it is not 
dissipation when a widow takes life insur- 
ance and lives on it for seven years. It is 
simply consumption. We have a lot of un- 
finished work to do when we have insured 
only about 3.6 per cent of the value, eco- 
nomically, of human life. 

The scheme is 


cooperative primarily to 


prevent estate depreciation. It is simply 
startling to see how estates depreciate be- 
cause of general administration. They range 
anywhere from 80 to 60 per cent, and we 
want to prevent that through our methods. 
It does not seem as a practical idea for the 
average life underwriter to try to get into 
all of these various phases of administration 
of estates. I have been dodging the issue 
by allying myself with good trust companies, 
with good accountants, with good lawyers, 
with good tax people. I let them do my 
heavy work. I go out and bring these peo- 
ple in. We are not only trusteeing life in- 
surance, but we are bringing in more gen- 
eral estates to these trust people than we 
are life insurance estates. 


Virile Appeal on Insurance Trusts 

I don’t know how well departmentized 
your institutions are. I heard your honored 
president tell of the growth of his institu- 
tion over in Tennessee, but there is a great 
army of anxious, willing workers in the life 
insurance fraternity who will work for you 
if you lend them a cooperative plan and work 
with them and tell them how to work. 

This thing impresses me in this way: I 
had an English friend who was talking about 
trust company service and life insurance 
companies. He said that was old wine in 
new bottles. When we go out to talk about 
wills and those features, we arrest a man’s 
attention immediately. His pride of pos- 
session makes him sit up and take notice. 
We should bring him to you, and we do 
bring him to you, and through that method 
work out a cooperative plan. 

I have heard some criticism not only in 
my own company’s legal department, but in 
others, indirectly, of the lack of uniformity 
in trust agreements. May I offer this sug- 
gestion: There is a means by which you 
ean familiarize yourselves with the require- 
ments of all of the leading life insurance 
companies. There are publications that have 
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corresponded with the legal departments of 


the great companies and have asked what 
their requirements are, and if you will set 
up such a file in your office when you trustee 
a group of life insurance policies, you can 
read and understand what that particular 
company wants, comply with that request, 
and the companies will warm up to you and 
think that you are on the job and know how 
to draw trust agreements, you 
using their language. 


because are 


Training Underwriters 

I have been training men in life insurance 
work for about twelve years. We have been 
telling those men how to sell optional meth- 
ods of settlement or income contracts. That 
has been the big selling idea in modern life 
insurance. Now comes another big subject, 
so let’s work with them patiently and ear- 
nestly and show them that we want to co- 
operate. I believe if you get them started 
in on these trusts, the results you will re- 
ceive will be wonderful. 

We find this kind of condition, sometimes. 
We find that the fraternals and the United 
States Government policies cannot be trus- 
teed. That is a complication which I hope 
will be removed some day. We all know 
the limitations of the Government life in- 
surance. Maybe we can get that corrected. 
I would also suggest that you stay out of the 
life insurance That is a_ thing 
that we are trying to specialize in and trying 
to cooperate with you on. Just have these 
men in the field ally themselves with your 
institutions or some other good institution, 
with attorneys, with tax experts, with good 
accountants, and this thing will work out 
to great advantage. 


business, 


President Fox: The program ealls for a 
discussion on these topics and I will be glad 
to hear from you. 
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Mr. Guy MacLaughlin, The Franklin Life 


Insurance Company, Houston, Texas: A fe\ 


years ago an underwriter had to have a 
jimmy to get into a group of bankers. Nowa 


days they are inviting us into their foyers 
and feeding us with luncheons. We are b 
coming persona grata with the bankers. It 
so happens that I am chairman of the Com 
mittee on Education of the National Associ 
ation of Life Underwriters. I took occasion 
in my report to stress the fact that education 
was needed in life insurance home offices to 
the proposition that the functions of life 
underwriters and trust company officers wer 


complimentary and not competitive. Our 
lines are distinct and different. That is one 
thought I wish to give to you. 

“Another thought is in a telegram from 


the president of our association, instructing 
me to say to you that we have a contribution 
as the National Association of Life Under 
writers to the bankers in having secured a 
ruling from the Comptroller of Currency, 1 
moving some inhibitions upon you bank and 
trust company officers in the matter of tal 

ing life insurance on your officers and en 

ployees in favor of the bank. You may nov 
go as far in that important activity as y 

see fit. You have the same privileges that 
the ordinary industrial officials have 
regard to insuring your officers and emplo) 
That is a proposition, a ruling, that 
was secured by the Association of Life U1 
derwriters for the benefit of you bankers 
giving you more freedom. 


with 


ces, 


“In conclusion, may I point out that the 
first reaction of primitive man to his su 
roundings was banking and insurance. He 
chased the deer off a bluff by some trick, had 
it break its neck, gorged himself on the ca! 
cass, dragged the balance of the meat into 
a cave, wrapped himself in the hide, whit 
was banking, and then rolled a rock acros 
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the mouth of the cave for protection against 
the unforeseen, which was insurance. There- 
fore, from primitive times we have been 
sketched and phrased as cooperators, and I 
am hoping that from now on we can go 
along, hand in hand, for you well recognize 
that life and banking are the 
marks and measures of civilization.” 

President Fox: I think we are under 
great obligation to these gentlemen who rep- 
resent the Underwriters’ Association, and I 
think we can pledge to them our cooperation 
and not our competition. 

I regret that I have an announce- 
ment to make to the Division which it gives 
me a great deal of pain to make. Mr. Mer- 
shon, who has just been spoken of so highly 
by Mr. Lackey for the service he is render- 
ing, said to me this morning that he expects 
to tender his resignation to take effect the 
first of May, 1928. We all realize what that 
means to this Division, and I feel sure that 
it will be your sense that some recognition 
of the distinguished service which Mr. Mer- 
shon has given this Association should be 
recorded on the minutes of this meeting, and 
therefore I have taken the liberty of naming 
a committee, consisting of Mr. Mr. 
Denio, and Mr. Stephenson, to prepare an 
appropriate resolution which will be incor- 


insurance 


to say 


Sisson, 


porated in the minutes of the association. 

We will now have the report of the Reso- 
lutions committee, which I Mr. 
Mecham has prepared. I glad to 
have him present the report. 

(Note: The resolutions adopted by the 
Division and prefatory remarks by Mr. Me- 
cham relative to the dangerous practice of 
making funds under corporate bond issues 
such as principal, interest and. sinking funds 
payable to and by other than a disinterested 
trust company, appear elsewhere in 
sue of Trust COMPANIES. ) 

Chairman Fox next invited 
president of the American 
tion, Meivin A. Traylor, to address the meet- 
ing. In the course of his remarks, which 
appear elsewhere in this issue, Mr. Traylor 
gave accent to the belief that the Trust Com- 
pany Division is rendering the most 
tant service of any 


understand 
will be 


this is- 


the retiring 
Jankers Associa- 


impor- 
department of the As- 
sociation in fostering public understanding 
as to the value of trust service. He also 
pleaded for more earnest attention and due 
consideration from the managing officers and 
directors of banks and trust companies as 
to the functions and obligations of trust de- 
partment work. In closing Mr. Traylor said: 

“T want in closing to express to you from 
the bottom of my heart my gratitude to you 
















































































































































as a Division and individually for the uni- 


form courtesy that I have had 
this year in my feeble effort to serve the 
association as its executive, to say to you 
that when I next meet with you, as a pri- 
vate in the ranks, I shall be just as much in- 
terested and more desirous, if possible, to 
serve with you, shoulder to shoulder, in the 
problems you will have to meet and face 
than I have ever been in the past, that if I 
can serve you individually or collectively in 
any way in association work or otherwise, I 
will be disappointed if you do not point the 
way.” 


shown me 


Craig B. Hazlewood, vice-president Union 
Trust Company of Chicago: In the institu- 
tion with which I am connected I have 
charge of the commercial banking depart- 
ment, and therefore I am not a trust man, 
but I think that I have a very profound re- 
spect for the intricacies of the trust depart- 
ment. If we are to say, and I think we 
should, that the main purpose of the Ameri- 
can Bankers Association is to improve bank- 
ing methods, then I think we would conclude 
that the work that your Division is doing 
in reducing to standard practice some of 
those intricacies of the trust work and in 
teaching those about to engage in trust work 
some of the things that you have gained, 
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some of the knowledge that you have ac- 
quired through your experience, then I be- 
lieve we are on the right track. I want to 
say to you gentlemen further in conclusion 
just this: So far as I am able, in my con- 
nection with the association’s activities, I 
pledge to you without any reservation my 
hearty support of the Trust Company Divi- 
sion work. 

Following the greetings and remarks from 
retiring President Traylor of the American 
Bankers and from First Vice- 
President Craig B. Hazlewood, the chairman 
announced that the Committee on Nomina- 
tions was ready to make its recommendations 
for new officers and members of the Execu- 
tive Committee. The report was presented 
by John H. Stalker as chairman of the com- 
mittee. The following nominations were pre- 
sented and approved by the members of the 
Division : 


Association 


President: W. S. McLucas, chairman of 
the Board of Directors, Commerce Trust 
Company, Kansas City, Mo. 

Vice-president: James H. Perkins, presi- 
dent Farmers Loan & Trust Company, New 
York City. 

President Fox: I might state that in 
view of the misfortune which this Division 
has suffered in the prospective loss of Mr. 
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Mershon’s services, the chairman of our Ex- 
excutive Committee at the meeting yesterday 
specially requested and urged that the vice- 
president for this year be a man located in 
New York City. 

Following are the newly elected members 
of the Executive Committee: 

Thomas C. Hennings, vice-president Mer- 
cantile Trust Company, St. Louis, Mo. 

W. M. Baldwin, vice-president Union Trust 
Company, Cleveland, Ohio. 

Frank Taylor, vice-president Illinois Mer- 
chants Trust Company, Chicago, Ill. 

Henry L. Servoss, vice-president 


States Mortgage & Trust 
York. 


United 
Company, New 


Leo S. Chandler, vice-president California 
Bank, Los Angeles, Cal. 


Installation of Officers 

President Fox: Mr. McLucas, a year ago 
I said to the Division, at the time of my 
election to the presidency, that I esteemed 
it one of the greatest honors that had come 
to me during my life. I have not changed 
that view and yet I am glad to relinquish 
that honor and bestow it upon you. There 
is no more worthy member of the Division 
who could come to this chair. Therefore, I 
place upon you this badge of office which 
now constitutes you the president of this Di- 
vision of the American Bankers Association. 

President McLucas: Judge, a year ago 
when I was made the vice-president and ac- 
cepted the office, I stated to the Division 
convention that I hoped I knew what a vice- 
president was expected to do, and I have 
tried to carry out the ideas expressed, that 
he should supplement your work and do 
everything he could in that respect. I haven’t 
had much to do because you have done it 
so well. I think, gentlemen, there has been 
no president of this Division in the years of 
my experience who has been more faithful, 
more able, who has been in attendance at 
every meeting where he has been expected, 


F, F. TAYLOR 
Vice-president, Illinois Merchants Trust Co., Chicago, and 
newly elected member of Executive Committee of Trust 
Company Division 
division, committees, than Judge Fox. It is 
my pleasure as the president now to place 
on his lapel the badge of Past President. 
This badge is a token of our esteem and 
our pleasure and satisfaction of having had 
him serve us as our president in the 
just closed. 


year 


We have selected five new members of the 
Executive Committee. Gentlemen, will you 
forward and the badge which 
is an evidence of your relation to the Execu- 
tive committee? 

President McLueas presented badges to 
the members of the Executive Committee. 

Meeting adjourned. 
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FIFTY-THIRD ANNUAL CONVENTION 
OF THE 


Amvriran Bankers Axssnriation 


HELD AT HOUSTON, TEXAS, OCTOBER 24 TO 27, 1927 


Officers elected for ensuing year: 

President: Thomas R. Preston, president 
Hamilton National Bank and Hamilton Trust 
& Savings Bank, Chattanooga, Tenn. 

First Vice-president: Craig B. Hazlewood, 
vice-president Union Trust Company, Chi- 
cago, Ill. 

Second Vice-president: John G. Londsale, 
president, National Bank of Commerce in St. 


Louis, Mo. 


Treasurer: W. D. Longyear, vice-president 
Security Trust & Savings Bank, Los Angeles, 
Cal. 


Executive Manager: F. N. Shepherd, New 
York City. 
Convention City for 1928: Philadelphia. 


IELDING to the influence of sunny 

skies and royal hospitality all lurking 

inclinations to indulge in controver- 
sial debate or issues were submerged at the 
fifty-third annual convention of the Ameri- 
can Bankers Association held at Houston, 
Texas, during the week from October 24th 
to 27th. Attendance was slightly over four 
thousand and several thousand less than the 
previous gathering at Los Angeles. It was 
in all respects a normal convention and con- 
ducted according to schedule. Reviewing the 
general and the meetings of the 
various divisions and sections, there emerge 
as major topics in the minds of bankers, the 
matter of putting a stop to bank failures 
which accounted for suspension of one-eighth 
the total number of banks during the past 
six years; the vigorous extension of clear- 
credit bureau and cooperative 
county organizations as the effective instru- 
ments of better banking and the enforcement 
of more rigid laws against irresponsible 
management as well as the “overbanked” 
condition in many communities. 

President Traylor in his opening address 
voiced the intelligent judgment of 
generally when he warned against any at- 
tempt to interfere with the structure and 
fundamentals of the Federal Reserve System, 
thereby sidetracking any incipient 


sessions 


ing house, 


bankers 


contro- 


versy regarding official discount rates. An 
obvious attempt to stampede the convention 
into a discussion or commitment on the 
MecNary-Haugen agricultural bill was also 
promptly squelched. The most constructive 
contribution to the convention was the re- 
port of the Economic Policy Commission de- 
fining the and remedies for bank 
failures. Addresses at the general sessions 
were more of the broader inspirational type, 
while the division topics centered on matters 
of practical administration. The most impor- 
tant recommendation was reserved for the 
final when President Traylor an- 
nounced appointment of a special committee 
to consider functional reorganization of the 
American Bankers Association. 


reasons 


session 


MELVIN A. TRAYLOR 


President, First National Bank of Chicago, who presided 
at the recent A. B. A. Convention as retiring president. 
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Opening Session of the General 
























































Convention 
The harmonious and fraternal atmos- 
phere which characterized the proceed- 
ings of the fifty-third convention pro- 
vided the keynote at the opening session 
in the well-filled City Auditorium. When 
President Melvin A. Traylor called for at- 











tention on the morning of Tuesday, October 
25th, he was confronted with an audience of 
bankers from all parts of the country and 
with delegates from the Southwest particu- 
larly in evidence. On the stage were offi- 
cers and “oldtimers,” some of the latter trac 
ing their membership back over a period of 
fifty years. 

The furnished no thrill or 
threat of controversy such as came to the 
surface at the last 
year when the contenders for and against 
branch banking sparred at close range on 
the eve of Congressional action. There were, 
however, two splendid addresses: one by 
President Traylor in which he dilated upon 
the domestic as well as international respon- 
sibilities that appertain to banking conduct 
today and the other address by the eloquent 
former member of the House Currency and 
Banking Committee, James Francis Burk» 
of Pittsburgh, who dwelt upon the theme, 
“A Few Fruits of Combined Capital.” 



























































proceedings 

















Los Angeles convention 
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President Traylor’s Address 

When President Traylor in his annual ad- 
dress cautioned against any amateur or leg- 
islative tinkering with the structure of the 
Federal System it is quite likely 
that his comments had a direct bearing upon 
the recent controversy between the Federal 
Reserve Board and the Federal Reserve 
Chicago relative to authority to 
establish rediscount rates in the various dis- 
tricts. He said: 
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“It is only natural that here and there ex- 














perience will develop weaknesses in these 
respective pieces of human creation, but 
nothing would be more unfortunate, I think 




















than that there should be either agitation 
for or actual further legislative action with 











respect to our banking system for some time 
to come, and most of all, that anything 
should be done to change the fundamental 
structure of the Federal Reserve Act. Let 
those who think otherwise give careful con- 
sideration to the cause of their complaint. 
After all, are not the criticisms leveled at 
the System largely those arising from mat- 
ters of administration rather than from in- 
herent defects in the law itself? If this as- 
sumption is correct, may we not ask those 
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in authority to cooperate with us in an effort 
to strengthen the administrative organiza- 
tion without undermining the foundations 
of the structure? 

“The future welfare of this country, and 
of other countries as well, is certain to be 
greatly influenced by the financial policy 
which this country pursues. Is it too much, 
therefore, to insist that this policy be made 
and carried out by those who have practi 
cal experience as well as theoretical train- 
ing in matters of finance and banking? In- 
telligent self-interest ought to impel every 
citizen of the country, whatever his occupa- 
tion or employment, to demand that the 
banking system of the country be supervised 
only by those familiar, by practice and ex 
perience, with the problems of banking, not 
only in this country, but in the other coun- 
tries of the world.” 

President Traylor next enlarged upon in- 
ternational banking arising out 
of this country’s dominant creditor position 
and investments in foreign securities of near- 
ly thirteen billions of dollars. 
the distribution of 
ments and 


aspects of 


He described 
American foreign invest- 
concluded therefrom that this 
country and have a very vital in 
terest in foreign affairs and how other na 
tions conduct themselves. He urged that the 
United States must make foreign investments 
for the preservation of our own economic 
position and to absorb surplus funds. Opera- 
tion of the Dawes Plan and Germany's abil- 
ity to maintain 
ments were 


bankers 


increasing reparation pay 
matters, he said, which 
might call for further review of the subject 


of international debt adjustment. 


also 


Responsibilities of Wealth 


Affirming his faith in the security of our 
political and future, President 
Traylor emphasized the responsibilities that 
go with national affluence. “Paradoxical as 
it may seem,” he continued, “it is undoubt- 
edly true that the problems of wealth for 
the nation, as for the individual, are often 
as difficult as are the privations of adver- 
sity. Humbleness of character and faith in 
the destiny of tthe sustaining factors 
of high ideals—do not seem to thrive as they 
should in the land that flows with milk 
and And yet, in spite of what our 
dissenting groups may say, I do not despair. 
I am not even discouraged, because I do not 
believe that this is the first era in human 
history. when apparently men everywhere 
were chiefly concerned with accumulating 
wealth and material comforts. The cottage, 
the vine, and the fig tree of another 
were no more than 


economic 


man 


honey. 


age 


the mansion, the motor, 
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T. R. PRESTON 


President, Hamilton National Bank, Chattanooga, Tenn- 
essee, and elected President of the American Bankers Ass'n 


and the money of today. 
symbols of 


They are all only 
man’s ambition to provide for 
those whom he loves. No sadder day could 
come for art, science, religion, or civilization 
itself than that wherein the incentive of 
man to work, to achieve, and to accumu- 
should fail. Those who cry out that 
we are surrendering the things of the spirit 
to the things of the material, overlook the 
fact that at no time in the history of the 
world have men of wealth given as liberally 
as now to churches, universities, libraries, 
museums, and all those institutions wherein 
high ideals are instilled, sterling character 
is built, and the hope of civilization 
served.” 


late 


pre- 


“Critics are a 
world. 


splendid influence in the 
Their pointed shafts serve to keep 
us to the paths of rectitude while they prod 
us on to the accomplishment of greater 
good, but we must never allow them to shake 
our faith in ourselves, our fellowmen, or our 
national destiny. Perhaps what we 
today, individually and as a 
genuine revival of tolerance, a 
baptism of faith—tolerance for the 
and acts of others—a belief in 
beyond ourselves, and faith 
of life.” 
Tollowing his 


need 
most people, 
fresh 
views 


Is a 


something 
in the destiny 
President 


annual address 


Craig B. HAZzLEwoop 


Vice-president, Union Trust Co., 
elected First 


Chicago, who has been 
Vice-president of the American Bankers 
Association 


Traylor ealled upon Executive Manager 
I’. N. Shepherd to review the official acts of 
the Executive Council, including contribu- 
tion of ten thousand dollars to the American 
Red relief of Valley 
flood sufferers; endorsement of plan to ex- 
tend Clearing House examination in county 
and country 
ber of 


Cross for Mississippi 


groups and adoption of a num- 
amendments to the constitution and 
by-laws of the Association. One of the lat- 
ter was the provision making the treasurer 
a member of the administrative 
and of the Executive 
approved by the 


also 


committee 
which 
The Council 
approved the clause in the standard 
form of trade acceptance which reads “the 
transaction which rise to this instru- 
ment is the purchase of goods by the ac- 
ceptor from the drawer.” 
presented for action by the convention pro- 
viding that the president appoint a com- 
mittee consisting of incoming presidents of 
the respective divisions and sections to con- 
sider the possibility of a revision of the or- 
ganization of the American 
ciation along functional lines. 
hold the next 
tion in Philadelphia. 


Council, 
convention. 


was 


gives 


A motion was also 


Bankers Asso- 
The Council 


also yoted to annual conven- 


Fruits of Combined Capital 
The feature of the opening session 


was 
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the ensuing address on “A Few Fruits of 
Combined Capital,” delivered by the Honor- 
able James Francis Burke, general counsel 
of the Pittsburgh Clearing House Association 
and of the Pittsburgh Chamber of Commerce. 
(The substance of this address was published 
in the October issue of Trust COMPANIES 
Magazine.) Mr. Burke pictured the present 
as the most ambitious, the most inventive 
and constructive age in human history, trac- 
ing the trend of combination as a beneficent 
influence in material as well as cultural 
advancement. More particularly he traced 
the growth and results of combination of 
sapital in industry, in insurance, railroad de- 
velopment, public utilities and in the ap- 
plication of new inventions. 

“Let the carping critics and political pyg- 
mies rant as they may against combined 
eapital. In their never-ending struggle to 
promote their own fortunes by engendering 
hatreds among men they will continue to 
contribute to the world’s confusion. Our 
answer is out of all the forces at work in 
America today there is looming a new era, 
a new relationship between industry and 
individuals, between combined capital and 
community. An era of understanding, an era 
of healthy, harmonious and helpful coopera- 
tion, out of which are being evolved higher 
standards of living and an ever-increasing 
diffusion of wealth and comfort.” 

President Traylor next announced appoint- 
ment of a commitee on resolutions with 
Thomas B. McAdams, of the State-Planters 
Bank and Trust Company of Richmond, Va., 
as chairman. Following a number of an- 
nouncements the first session was adjourned. 
o, 2°, 


~~ & 


Second Session of General 
Convention 

Important business of the convention was 
transacted during the second session on the 
morning of Wednesday, October 26th, name- 
ly, the election of officers, adoption of the 
reports of the Economic Policy Committee 
and of the Resolutions Committee. Proceed- 
ings began with the introduction, by Presi- 
dent Traylor, of Silas H. Strawn, president 
of the American Bar Association, who spoke 
on the subject, “Within the Law.” The sub- 
stance of this scholarly paper is reproduced 
elsewhere in this issue of Trust CoMPANIEs. 
Mr. Strawn traced his survey of salient land- 
marks in American banking law back to the 
period of the establishment of the first bank 
of the United States. Passage of the Nation- 
al Banking Act, the speaker said, gave the 
country the first system which promoted con- 
fidence and security. But in the course of 
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time, as revealed by periodic panics, the 
shortcomings of the old national banking 
and currency system gave way to the Fed- 
eral Reserve System. Mr. Strawn gave to 
the American Bankers Association a large 
part of the credit in bringing about the more 
recent McFadden amendments which estab- 
lish the Federal and national banking sys- 
tems upon a greater basis of parity. 

The major portion of Mr. Strawn’s address 
was devoted to a review of a number of the 
more important judicial decisions involving 
banking, including the case of Willett, et al 
vs. Herrick, relating to risks assumed by 
bankers in liquidating a failing business; the 
ease of Golden vs. Cervenka, showing how 
easy it is for bankers to incur liability in 
matters of friendly accommodation; Wallach 
vs. Billings and other cases revealing the lia- 
bility assumed by directors of banks and the 
case of Empire Trust Company vs. Cahan de- 
fining liability of banks and trust companies 
for deposits of a fiduciary. 


Nomination and Election of Officers 

The report of the nominating committee 
was next presented by the chairman, William 
G. Edens of the Central Trust Company of 
Illinois. The new officers consisting of 
Thomas R. Preston, president of the Hamil- 
ton National Bank of Chattanooga: First 
Vice-President Craig B. Hazlewood, vice- 
president of the Union Trust Company of 
Chicago, and John G. Lonsdale, president of 
the National Bank of Commerce of St. Louis, 
were unanimously elected, the installation 
being deferred until the final session. 


Economic Policy Committee Recommends 
Banking Safeguards 

One of the most valuable contributions to 
the deliberations of the convention was the 
report of the Economic Policy Committee, 
which was devoted entirely to the subject of 
preventing bank failures and observance of 
corrective measures. The report was pre- 
sented by Chairman Evans Woollen of In- 
dianapolis and the great need of 
curing serious defects in the present system 
of unit banking as revealed by the suspen- 
sion of not than 3,800 banks within the 
last six years, equal to more than one-eighth 
of the total number of banks in the country. 

The committee expressed the conclusion 
that no revolutionary change was needed to 
improve the banking situation and that sat- 
isfactory results can be secured by adoption 
of arrangements which experience has shown 
as advisable. 

“Safety in banking will never be secured,” 
says the committee, “if reliance continues to 


stressed 


less 





TRUST COMPANIES 


Established 47 Years 
THE TRUSTEES EXECUTORS & AGENCY Co. Lt. 


MELBOURNE, VICTORIA, AUSTRALIA. 


(The FIRST Trustee Company founded in Australasia) 








The Company is specially incorporated and empow- 
ered by Acts of Parliament to act as Executor, Trustee, 
Administrator and in other fiduciary capacities. 


Trust Funds administered exceed £41,000,000 
Trust Funds under administration 30th June, 1925, £15,776,900 


JAS. BORROWMAN 
General Manager 


CHAS. R. SMIBERT 


Manager 





be placed primarily and almost exclusively 
upon restrictions, which even when carried 
to an extreme point can do no more than 
somewhat narrow the field within which an 
incompetent management will manifest its 
incompetence. A more immediate enforce- 
ment of existing legislation would do much, 
but remedies for bank failures to be ade- 
quately effective, must be designed to reduce 
the number of financially weak banks, secure 
more competent officers supported by respon- 
sible and active directors, and above all en- 
sure that unsound policies shall be checked 
long before solvency is endangered.’ 

Among the definite recommendations were 
the following: increase in minimum bank 
capital requirements to $25,000 and presum- 
ably $50,000; restraint in granting charters 
and more careful supervision by directors; 
clearing house examinations and supervision 
such as already organized in thirty-three cit- 
ies; organization of all banks, both state 
and national, in regional groups of from 50 
to 100 banks for purposes of making more 
effective the present systems of state and 
national examinations; more permanent ten- 
ure for examiners and organization of dis- 
trict credit clearing house associations. 


Report of Resolutions Committee 

The Committee on Resolutions headed by 
Thomas B. McAdams brought in a report 
which defined the Association’s policy toward 
agricultural improvement; adjustment of tax- 
ation; Mississippi Valley flood control and 
effective measures to prevent bank failures. 
Agricultural conditions were described as 
more satisfactory from the standpoint of 
price levels of farm products. As regards 
improving bank taxation the committee re- 
port stated: 


Bank Taxation 

“This association believes that time has 
proved that the limitation contained in Sec- 
tion 5219 U. S. Revised Statutes is a wise 
one and has protected state banks as well 
as national banks. It is therefore urged that 
Section 5219 be retained without any modifica- 
tion. The States of New York, Massachu- 
setts and Wisconsin have substituted a sys- 
tem of taxation of banks on their incomes in 
lien of the ad valorem tax on shares with 
successful results. It is believed a system 
of income taxation of banks can be success- 
fully adopted in many other states and there- 
by escape the vexatious questions of discrim- 
ination which grow out of taxation of credit 































































































































































































































































JOHN G. LONSDALE 
President_of the National Bank of Commerce in St 


Louis, 
who has been elected Second Vice-president of the American 


Bankers Association 


investments and intangibles at a lower rate 
than bank shares.” 

The association pledged itself in favor of 
action at the coming session of Congress for 
prompt construction work to prevent repeti- 
tion of flood calamity such as visited the 
Mississippi Valley region. The resolutions 
also voiced gratification as to the progress 
of foreign relations and improvement in Eu- 
rope. Cordial support was also given to the 
recommendations made by the Economic 
Policy Commission as to the means of pre- 
venting bank failures. Tribute was also 
paid to retiring President Traylor for his 
devotion to the business of the association 
during the past year. 

The resolutions carried expressions of re- 
gret for the passing away since the last con- 
vention of three of its distinguished ex- 
presidents, Lyman J. Gage, formerly Secre- 
tary of the Treasury; John L. Hamilton and 
William E. Knox. The convention also ex- 
pressed its sense of loss for the death of 
Charles W. Carey, president of the National 
Bank Division. Following a number of local 
announcements, the session came to a close. 


Third and Closing Session of 
Convention 

The closing session of the general conven- 

tion on the morning of Thursday, October 
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27th, was devoted to a scholarly address on 
arly banking; appointment of a committee 
to consider the possibility of reorganization 
of the American Bankers Association along 
functional instead of the present division 
and sectional and installation of new 
officers. 


lines, 


Address on Early Banking and Big Business 

“Early European Banking and Big Busi- 
ness,” was the topic of the address by James 
Westfall Thompson, Professor of History 
and Philosophy of the University of Chicago. 
His treatment of the subject was to furnish 
the historical background of modern banking. 

“Present day business practice,” said Pro- 
“owes a much larger debt 
to the Middle Ages than the average business 
man realizes. 


fessor Thompson, 


When he thinks of origins, if in- 
deed he ever thinks of them, the word bank- 
ing may suggest to him Alexander Hamilton 
or Andrew Jackson and their efforts for and 
against the First and Second Banks of the 
United States; or, if his knowledge extends 
beyond the borders of his own country he 
may turn to the Bank of England or the 
Bank of France. Commercial paper may to 
him begin with the warehouse receipts which 
passed for currency in colonial Virginia. And 
insurance is quite likely to call to his mind 
imposing reproductions of the Rock of Gi- 
braltar. He might and probably would be 
surprised to learn that his predecessors of 
the late Middle were familiar with 
these and other business devices which he 
uses every day.” 


Ages 


Evolution of Capitalism 
Professor Thompson traced the course of 
capitalism from medieval times and 
landed feudal aristocracy to modern 
He showed how important a place the 
Church occupied in such development to 
which may be attributed many of the pres- 
ent day instrumentalities of finance and 
banking as well as fiduciary conduct. In 
closing and surveying the history of early 

banking, Professor Thompson said: 


great 
times. 


“Some conclusions may be reached as a 
result of the foregoing brief survey of early 


banking conditions in Europe. In the thir- 


teenth and fourteenth centuries, as today, 
banking was a factor of business develop- 
ment. Its growth in that day was stimulated 


by the chureh, which then played a much 
larger part in everyday activities than is the 
case at present. The organization of the 
institutions and their relation to the govern- 
ments of Europe varied within the period 
according to time and place and circum- 
stance, even as present banking systems have 




































Insurance Exchange 
Chicago 


been the product of varying conditions. For 
one of the outstanding phenomena of the 
epoch is the close connection between the 


government and the bankers. This political 
activity of bankers has been indicated in 
connection with the operations of the Bardi 
and Peruzzi in England and in southern 
Italy, and the papal-imperial struggle is at 
all points illustrative of this connection. 
Then, as today, the unrestricted activity of 
banking houses proved disastrous and a sys- 
tem of regulation was resorted to with the 
double effect of curtailing action while ren- 


dering the residue more secure. A final 
characteristic which strikes home forcibly 


in this day of international financial activity 
is the wide scope of operation of the early 
banking houses. The international banker 
is not a product of the twentieth century, 
nor yet of the nineteenth.” 


The Half Million Educational Foundation 

President Traylor next directed attention 
of the delegates to the Educational Foundation 
Fund established by the American Bankers 
Association for scholarships in institutions 
of higher learning. Only $60,000 is lacking 
to complete the half million dollar fund and 
President Traylor expressed confidence that 
this would be subscribed before the close 
of this year. The plans are that this fund, 
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INSURANCE TRUSTS 


ITH widespread interest in Insurance 

Trusts sweeping the country, Trust Off- 
cers and Attorneys cannot afford to be without 
an authoritative manual on the subject. Obtain 
for constant reference— 


‘‘INSURANCE TRUSTS’”’ 
By C. ALISON SCULLY 


Vice President 
NATIONAL BANK OF COMMERCE IN NEW YORK 
Member of the Bar of New York and Philadelphia 


THE SPECTATOR COMPANY 





135 William Street 
New York 


commemorating 


the fiftieth anniversary of 
the American Bankers Association, shall be- 
come operative January 1, 1928. 


Reorganization of American Bankers 


Association 
President Traylor then brought up the 
resolution adopted by the Executive Coun- 


cil calling for appointment of a committee 
to work out a plan of reorganizing the asso- 


ciation on functional lines, including ¢com- 
mercial, trust, state bank, savings and in- 
vestment departments. In presenting the 


matter President Traylor said: 

“Under the head of new business and as 
my last official act, I desire to carry out the 
purpose of a resolution adopted by the Ex- 
ecutive Council at their meeting Monday 
night as the same was reported to you by 
the executive manager in his brief report 
Tuesday morning. In doing this I want to 
express the hope that it is the first step 
in an extremely constructive program for 
the American Bankers Association. The res- 
olution was that the president appoint a 
committee to consider the possibility of a 
revision of the organization of the American 
Bankers Association along functional lines. 

“May I just say that that means this as- 
sociation may be organized in the same mod- 
ern fashion as are organized the best and 
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IN SYRACUSE 


is located the First Trust & 
Deposit Co.—a progressive 
institution with six offices 
through which it serves all 
parts of its prosperous and 
progressive city. It is also 
well equipped to handle 
any Syracuse or Central 
New York business for 
banks, business concerns 
and individuals anywhere. 


First Trust 
G& Deposit Co. 


Carleton A. Chase, President 


Resources over $55,000,000 


SYRACUSE NEW YORK 
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in fact practically all of the modern banks 
in this era, that is, that we shall have a 
commercial department in which any member 
of the American Bankers Association may 
voice his sentiments with respect to any 
problem of commercial banking whether he 
be state banker, national banker, trust bank- 
er or savings banker, because most, if not all, 
of those engaged in either of these respective 
lines of banking are also commercial bank- 
ers, and likewise we will have a trust de- 
partment in which national bankers, state 
bankers, or anyone else may likewise appear 
and act as a member. The same will be 
true of the State Bank Department, the Sav- 
ings Bank Department and the same with 
respect to the Investment Banking Depart- 
ment. That is a basis, as I conceive it, of 
modernization of organization toward which 
we should work, because to my mind it is 
perfectly obvious that any banker who is 
practicing in his business each of these func- 
tions should be assigned to one cr another 
of the divisions of the association and be 
enabled to participate as an active member 
in the other divisions though equally inter- 
ested in them. 





Members of Committee 
“To carry out the purpose of the resolu- 
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tion, therefore, I name as chairman of such 
a committee Walter S. McLucas, chairman 
of the board of the Commercial Trust Com- 
pany of Kansas City, Mo., and president of 
the Trust Company Division; with him Mike 
H. Malott, president of the Citizens Bank, 
Abilene, Kan., and president of the State 
Bank Division of the association; E. A. On- 
thank, president of the Safety Fund Na- 
tional Bank, Fitchburg, Mass., and president 
of the National Bank Division; George L. 
Woodward, treasurer of the South Norwalk 
Savings Bank, South Norwalk, Conn., and 
president of the Savings Bank Division, and 
O. Howard Wolfe, cashier of the Philadel- 
phia-Girard National Bank of Philadelphia, 
and president of the Clearing House Section. 

“Gentlemen of that committee, into your 
hands and to your judgment I believe this 
association today commits the most impor- 
tant duty that has devolved upon a commit- 
tee of this association during the time it 
has been my pleasure to be a member there- 
of. I trust you will approach your work 
with a singleness of purpose as I know 
you will, which is the welfare of American 
banking as expressed by this association.” 


Installation of New Officers 

Always an opportunity for felicitations 
and expressive of the fraternal spirit among 
bankers the installation of new officers of 
the association this year was no exception. 
President Traylor, in a tribute to the char- 
acter and zealous spirit of his successor, be- 
stowed the insignia of his office upon Thomas 
R. Preston as the new president of the asso- 
ciation. In accepting the gavel President- 
elect Preston commented briefly upon the 
mighty changes which have taken place since 
the association was organized fifty-two years 
ago and the great improvements in banking 
conduct with ever new fields of labor. 

In assuming the office of first vice-presi- 
dent, Craig B. Hazlewood, vice-president of 
the Union Trust Company of Chicago, said: 
“It has been a great privilege to me to be an 
officer of your association during the past year. 
Any official contact with this organization 
will convince one of the great scope and 
magnitude of its operations, principally in 
the three great fields of bank management. 
financial legislation and economic relations. 
In those fields I am convinced there are 
even greater possibilities for study and ac- 
tion. It will be a great privilege during the 
coming year to be associated as an aide to 
this able, clear-thinking man from Tennessee 
you elected president. I know his adminis- 
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tration will be an outstanding one, marked 
by sane judgment, fairness and conscientious- 
ness to the best interest of the banking busi- 
ness of America.” 

John G. Lonsdale, president of the Nation- 
al Bank of Commerce in St. Louis, was next 
installed as the new second vice-president 
and after pledging his best efforts, he said: 
“Let us guard against what might be called 
selfish ambition. We ask ourselves, what is 
selfish ambition? ‘Tis a glorious cheat; it 
lifts the humble window of the gifted boy 
and steals in. It lays upon his brain a dre 
that cannot be quenched; it puts into his 
heart a desire that can never be satisfied. 
And what is his reward? The bright laugh- 
ing boy that we used to know and look upon 
becomes a cold, cynical old man. His rela- 
tives and loved ones are either neglected or 
forgotten. The head which should adorn 
the laurels he has won becomes gray. The 
ear which should receive the praises becomes 
deaf and no longer hears the merry laugh 
of children and the song of the birds. His 
eye becomes dimmed so he no longer sees 
the beauty of nature. He gains all else but 
love and recognition, when love and recog- 
nition is all he needs, and ere he obtains 
that elusive reward close behind comes death 
and he is sent tottering to the grave, soon 
to be forgotten. 

“So, my friends, after all it is that love, 
that recognition that comes with a con- 
sciousness of service, remembering that no 
man having put his hand to the plow and 
looking back is fit for the Kingdom of God.” 

The chair then recognized Oscar Wells, 
president of the First National Bank of Bir- 
mingham, Ala., and past president of the 
association, who presented to the retiring 
president, Mr. Traylor, a handsome silver 
service as a tangible expression of the es- 
teem and grateful feelings of the membership 
for his valuable administration during the 
past year. The gift was accepted by Mr. 
Traylor in a neat speech which brought the 
general convention to a close. 


HOUSTON AS HOST TO AMERICAN 
BANKERS 

The Houston convention of the American 
Bankers Association will go down in the an- 
nals of that organization as one of the most 
hospitable and enjoyable to the more than 
4,000 delegates. There were twenty-two lo- 
cal committees who worked with zeal to 
demonstrate just what Houston bankers, citi- 
zens and civic organizations can do in pro- 
viding comfort, entertainment and recreation. 
Incidentally, the bankers were given oppor- 
tunity to visualize the tremendous develop- 
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ment and possibilities of the Texas Gulf city 
from a small inland trading post to one of 
the greatest seaports of the country. The 
spirit was that of the traditional, chivalrous 
old South with a tang of the great plains. 
Hotel accommodations handled admir- 
ably. 

On the Sunday previous to the opening of 
the convention there were automobile tours 
and in the evening a concert in the City 
Auditorium. On Monday there was a recep- 
tion for ladies; another reception in honor 
of President Traylor and in the evening a 
Ziegfield show. A feature of the convention 
was the orchestral preludes at the general 
sessions with plenty of “close harmony.” 
Tuesday there was a lawn party for ladies 
and in the evening the American Institute 
of Banking subscription dinner. Wednesday 
evening there was the incoming president’s 
dinner to incoming officers and the grand 
ball at the City Auditorium. Thursday there 
was the excursion through the Houston Ship 
Canal to the Gulf and in the evening the 
Reserve City Bankers subscription dinner. 
Golf courses attracted many devotees and 
the climax came on Friday with a tourna- 
ment at the Houston Country Club. Another 
interesting feature of the convention was the 
presence of an unusually large quota of “old 
timers.” 


were 
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NATIONAL BANK, DIVISION DISCUSSES BANK INVEST- 
MENTS, TAXATION AND FINANCIAL STATEMENTS 


Officers elected for ensuing year: 
President: E. A. Onthank, president Safety 
Fund National Bank, Fitchburg, Mass. 


Vice-president: E. H. Sensenich, president 
West Coast National Bank, Portland, Oregon. 


TIMELY word of caution that banks 

go slow in venturing upon the re- 

sponsible duties of conducting trust 
departments, was forthcoming at the annual 
meeting of the National Bank Division of 
the American Bankers Association. This 
caution was conveyed by retiring President 
Traylor of the American Bankers Association 
in greeting the members. He said: 

“We sometimes make best progress by 
progressing slowly, and if I have a thought 
for you at all at this time, it is that in 
the development of the new fields of en- 
deavor to which you may now legally turn 
your hand, you make haste slowly, particu- 
larly in the field of trust company service, 
investment buying, and real estate loaning. 
There is nothing mysterious in any of those 
fields, but there are numerous pitfalls. I 
know it is your desire, as it is mine, not 
to develop these fields quickly, but to de- 
velop them soundly, to the end that bank- 
ing may escape those dangers which would 
impair its standing and the confidence of the 
publie in its integrity.” 

The major topics at the annual meeting 
were on bank investments, the essentials of 
the financial statement in extending credit 
and fair adjustment of national bank taxa- 
tion by the states. In opening the pro- 
ceedings the vice-president, E, A. Onthank, 
who occupied the chair, paid a_ heartfelt 
tribute to the late Charles W. Carey of Wi- 
chita, Kan., who was president of the Divi- 
and who passed away recently. The 
presidential address which had pre- 
pared by the late Mr. Carey was read by 
Vice-President Onthank. It calls attention 
to the sound principles laid down in the 
MeFadden amendments and comments as 
follows: 


Salutary Effect of McFadden Amendments 
“Most gratifying and worthy of special 
mention is the change in the attitude of the 
banks themselves toward the Federal Re- 
serve Act and the preservation of our Na- 
tional Banking System. For years national 


sion 


heen 


bankers viewed with disquieting thoughts 
the spectacle of prerogatives being swept 
away one by one and their ability to serve 
their clients fully being gradually lessened. 
They looked with alarm upon the growing 
disparity between the powers of state banks 
and those of national banks and the conse- 
quent narrowing sphere within which the 
latter were compelled to operate. 

“Happily, however, this situation has 
changed and the future of our National 
Banking System is now more completely as- 
sured. Already the denationalizing of na- 
tional banks has ceased and some of the 
largest and most powerful state banks, not 
theretofore members, have entered the Fed- 
eral Reserve System, and an increasing :um- 
ber of stute banks have converted into na- 
tionals. Therefore, we have a great deal to 
congratulate ourselves upon today and we 
may well feel that a distinct advance in na- 
tional banking has taken place during the 
current year.” 

One of the most timely and instructive pa- 
pers presented at the convention was that 
on “Bank Investments,’ submitted at the 
Division meeting by H. C. Nicholson, vice- 
president of the Packers National Bank of 
Omaha and former National Bank Examiner, 
which is summarized elsewhere in this issue 
of TrusT COMPANIES. 


Financial Statements and Credit Problems 

Another interesting contribution was the 
address on “The Financial Statement—lIts 
Purposes and Character,” by M. H. Cahill, 
president of the Utica National Bank and 
Trust Company of Utica, N. Y. He said: 

“In my opinion the problem which con- 
fronts every credit officer is threefold: First, 
he must by investigation satisfy himself that 
the credit applicant has sufficient current 
resources to insure the payment of the loan 
when due; second, he must further satisfy 
himself that future business conditions from 
an economic standpoint, which affect this 
particular transaction, are going to be such 
that he is justified in the belief that this par- 
ticular transaction can be carried out suc- 
cessfully ; third, he must investigate and sat- 
isfy himself of the character and capacity of 
the individual or individuals involved to the 
extent that he may decide in his own mind 
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Prudential Crust Company 


LIMITED 





an independent Canadian Trust Company specially solicits Business originating in 
the United States, and guarantees satisfactory service. 


The PRUDENTIAL is authorized by special Act of the Federal Parliament 
to undertake all Classes of Trust Business. Offices in every Province of 
the Dominion, also at 141 Moorgate Street, London, England 


The PRUDENTIAL TRUST is fully equipped to give prompt and efficient attention 
to the interests of those investing, either personally or collectively, in Canadian Secu- 
rities. Full responsibility is also assumed in the capacity of Corporate Trustees, 


Transfer Agents, and Registrars, etc. 














and to his own satisfaction, not only that 
they can carry out this particular transac- 
tion or obligation, but that they will carry 
out this obligation. . 

“In conclusion, permit me to say that of 
course the financial statement furnishes a 
sound and scientific method for the investi- 
gation of the financial status of a credit ap- 
plicant. But we must never forget that the 
financial statement is not conclusive in it- 
self, and that we must go over and beyond 
the statement to find evidence of that great- 
est keystone of all credits, character. I say 
to you that without character and integrity 
in the individual, the financial statement is 
of small use, regardless of the ratio of as- 
sets and liabilities.”’ 

Taxation—National Safeguards 

One of the most persistent problems en- 
gaging attention of national banks is that of 
fair and proper taxes, especially in view of 
the attitude of state governments in taxing 
national banks. This subject was treated 
by Thornton Cooke, president of the Columbia 
National Bank of Kansas City and chair- 
man of the Committee on State Taxation of 
the American Bankers Association. He re- 
viewed the conflict of state laws and recent 
decisions pointing the way to adjustment. 

“For a solution of the tax problem in a 
large way,” said Mr. Cooke, “can we find 
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anything better than the state income tax? 
For the banks, that would be the ideal way 
out of conflict between state and federal 
laws. Massachusetts put all banks upon the 
income basis of taxation under the amend- 
ment of 1923 to Section 5219. New York 
followed after the amendment of 1926. Wis- 
consin followed this summer, and more states 
ought to welcome the opportunity to estab- 
lish this just plan of bank taxation and so 
avoid the litigation that banks in so many 
states will otherwise be compelled to under- 
take to overcome the injustice of unequal 
assessments under the general property tax.” 

Following the addresses the Division adopt- 
ed the report of the Committee on Resolu- 
tions, including a tribute to the late presi- 
dent, Charles W. Carey, and a protest against 
reduction in size of currency unless national 
banks are also reduced. Following the elec- 
tion of officers the meeting adjourned. 


Plans calling for the merger of the Hamil- 
ton National Bank and the Interstate Trust 
Company of New York were approved re- 
cently at special meetings of the boards of 
directors of both institutions. The consoli- 
dation, to be ratified by stockholders of both 
institutions, will give the Interstate Trust 
Company total resources exceeding $50,000,- 
009, and operating seven banking officers. 
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New Union Trust Building, Detroit, now under construction 





i has been truly said that the “best reward of having 
wrought well i is to have more todo.” Union Trust 
Company regarc’s this new building, not onlyasamemo- 
rial of 36years of faithful service, butas amedium for ren- 
dering even finer and broader service i in years to come. 


Uvion Gust Company 


First Trust Company in Detroit—Friend of the Family 


Griswold at Congress Street 
Detroit 
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CLEARING HOUSE SECTION FOSTERS PLATFORM FOR 
“BETTER AND SAFER BANKING” 


Officers elected for ensuing year: 


President: O. Howard Wolfe, cashier of 
the Philadelphia-Girard! National Bank of 
Philadelphia. 

Vice-president: William F. Augustine, vice- 
president National Shawmut Bank, Boston. 


New members of Executive Committee: 
Fred W. Ellsworth, vice-president Hibernia 
Bank & Trust Company, New Orleans. 


C. A. Chapman, president First National 
Bank, Rochester, Minn. 


HE Clearing House Section of 

American Bankers Association has 

been aptly characterized as the “labo- 
ratory for the multifarious problems arising 
in the conduct of banking as well as the 
reservoir of unsolved problems of procedure.” 
The reports and the surveys made at the 
recent annual meeting of this vigorous and 
alert section, covering achievements and 
work undertaken during the last year, fully 
justify that characterization. To that 


the 


say 


the work of this section, especially at this 


O. HowarD WOLFE 


Cashier, Philadelphia-Girard National Bank, who has been 
elected President of the Clearing House Section of the 
A. B. A. 


period of needed 
deeper 


reform, is 


prevention for bank fail- 
ures, into the bowels of true 
banking not meant to disparage 
any of the other sections or divisions. It is 
simply the solvents advocated by 
this organization for a series of years, such 
as the application of clearing house super- 
vision and examination, use of credit bu- 
reaus, analyzation of accounts, service 
charges and standardization of tested for- 
mulas of internal management, have become 
more generally recognized as the true basis 
of better and safer banking. 

The before the section meeting 
ure indicative of the quest for “direct action” 
en vital banking problems. No plea has ever 
heen made for wider adoption of clearing 
Louse examination and credit exchange prin 
ciples than that made by C. A. Chapman, 
vresident of the First National Bank of 
Rochester, Minn., in his address on “The 
Clearing House, Preserver of American In- 


goes 


because 


addresses 


F. W. ELLSworTH 


Vice-prasident Hibernia Bank & Trust Co., New Orleans, 
elected member of Executive Committee of Clearing Hous« 
Section 
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| The Standard Trusts Company 


WINNIPEG, MANITOBA 
INVITES 
the Trust business of those domiciled or resident in the United States, as well as of all American 
Trust Companies having Estates or other assets in Canada to be administered. 
Nearly a quarter of a century in business, it was the first Trust Company to operate West 
of the Great Lakes, having its head offices there, and with a Directorate of leading men well 
versed in Western affairs, it is capable of giving unquestionably good advice to all clients and 


patrons on investments or matters fiduciary. 


THE STANDARD TRUSTS COMPANY, WINNIPEG 


Branches: SASKATOON, 


dependent Banks.” Another fruitful paper 
was that on “How Cooperative Advertising 
Cuts and Builds Business,’ by Fred 
W. Ellsworth, vice-president of the Hibernia 
Bank & Trust Company of New Orleans, 
with facts based upon the actual experience 
of the New Orleans plan. Because all banks 
and trust companies are confronted with 
these incorrigible twins the address on “De- 
clining Income and Rising Bank Costs,” by 
John 8S. Love, superintendent of banks of 
Mississippi, commanded keen attention. 


Costs 


Platform for Constructive Banking 

Briefly, the work and plans of the section 
may be summarized as follows: A campaign 
waged by districts resulted in the organiza- 
tion of seventeen new clearing house 
ciations bringing the total to 406 in number, 
with many more in process of formation. 
Under the direction of the Committee on 
Credit Bureaus a new impulse has been given 
to the installation of city and county credit 
bureaus. In a certain county where such 
bureau was established this year the amazing 
fact was brought out that one customer had 
been borrowing from nine banks, another 
from seven banks, five from six banks, fifty- 
one from four banks and 844 customers had 
been borrowing from two banks. 


The year also witnessed the formulation 
of standard clearing house rules and prac- 
tices by the committee having that task in 
charge. No activity of the section enlisted 
more lively interest than the pamphlet is- 
sued by the Committee on Analysis of Ac- 
counts, of which O. Howard Wolfe is chair- 
man. The Committee on Standardization of 
Checks, under leadership of Chairman Dun- 
bar, met with splendid results in the move- 
ment to make universal the adoption of uni- 
form sizes and face arrangements of checks. 
Another committee is cooperating in formu- 
lating a standard form of warehouse con- 
tract. The uniform warehouse receipts act 
is now a law in forty-four states. Another 


asso- 


EDMONTON, LETHBRIDGE, VANCOUVER 


forward step has been the revision and adop- 
tion of uniform standard credit forms for 
corporations, partnerships, individuals and 
farmers. A committee has also collaborated 
in devising a standard financial statement 
and questionnaire for contractors, enabling 
contractors to keep a costant check on their 
financial conditions. The Committee on Pay- 
roll Problems has cooperated effectively with 
industrial leaders to minimize the hazards 
of transmitting ayrolls with increasing 
substitution of checks for cash. The Com- 
mittee on Clearing House Examination re- 
ports the system now in successful operation 
in thirty-three cities. The coming year 
promises further expansion of this system 
similar to the plan at Fremont, Neb. 


Preserving the American Independent 
Banking System 
Mr. Chapman in his address on “The Clear- 
ing House as Preserver of the American In- 


dependent Banks,’ made a profound impres- 
sion on his hearers. He held forth the ul- 
timatum that independent unit banks can 
only survive the new economic changes by 
adopting clearing house and kindred cooper- 
ative procedure. 

“So convinced,” said he, “is the Clearing 
House Section of the undoubted value of 
the cooperative remedy that it has in recent 
years addressed itself primarily and chiefly 
to two great endeavors. Its leaders have 
been convinced that these alone can save the 
independent banking system of the United 
States. The first of these projects is the 
formation of new clearing house associations 
in every town having two or more banks 
and the formation of district clearing house 
associations so that every bank in the United 
States shall be a member of a clearing house. 
The second project is the institution of clear- 
ing house examination including centralized 
credit files and borrowers’ liability records.” 


Results from “New Orleans Plan” 
Fred W. Ellsworth, vice-president of the 
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WORCESTER’S LARGEST COMMERCIAL BANK 


Hibernia Bank and Trust Company, hit all 
six cylinders with his description of what 
has been accomplished in New Orleans where 
banks and trust companies have joined in 
team work in a big and practical way. The 
plan comprehends the fostering of good will 
among the banks; (2) spreading the gospel 
of sound thrift and intelligent fiduciary 
banking; (3) eliminating programs and prac- 
tically all other undesirable “complimentary” 
advertising; (4) saving advertising expenses, 
and (5) producing substantial new business 
for participating institutions. 

The feature of this plan is the so-called 
Associated Banks’ Advertising Committee, 
which meets every Tuesday to exchange in- 
formation and formulate decisions. Each 
participating bank has a representative on 
the committee. The arrangement is informal 
and does not inhibit individuality in adver- 
tising. One advertisement of about 450 lines 
is published each business day with total 
annual expense of $12,000, which is shared 
by participating banks. At the Tuesday 
meetings all propositions for complimentary 
advertising are painlessly disposed of, as 
well as graft advertising propositions. The 
cooperative plan has been in operation, says 
Mr. Ellsworth, since 1919 and since that 
time the volume of fiduciary business has 
more than trebled in New Orleans and sav- 
ings deposits more than doubled. 

In his address on “Declining Income and 
Rising Banking Costs,” John 8. Love, super- 
intendent of Banks in Mississippi, attributes 
decline in earnings of banks to increase in 
interest paid on deposits, increase in salaries 
and cost of operation; increasing taxes; 
carrying unprofitable accounts and free serv- 
ices as well as low yield on loans. Analysis 
in Mississippi, says the bank superintendent, 
revealed that 70 per cent of all accounts car- 
ried on individual ledgers are unprofitable. 

The session was brought to a conclusion 
with an address by Governor Ben 8S. Paulen 


of Kansas in 
from the 
banking 
and 


the results 
non-partisan 
adoption of resolutions 
officers. 


which he related 

establishment of a 
board, the 
election of 


ELECTION OF O. HOWARD WOLFE AS 
PRESIDENT OF CLEARING HOUSE 
SECTION 
There is probably no name more intimately 
associated with the origin and growth of the 
Clearing House Section of the American 
Bankers Association than that of O. Howard 
Wolfe. He has been a crusader in the cause 
of clearing house principles. It is interesting 
to note that he was the first secretary of 
the section when it was organized, serving 
until 1915, and his recent election as presi- 
dent is a fitting recognition of 

services. 

Mr. Wolfe was born January 7, 1882, in 
Philadelphia, Pa. After attending high 
school he began his business career with the 
Bryn Mawr National Bank, Bryn Mawr, Pa. 
From 1899 to 1911 he was with the Philadel- 
phia National Bank, when he became the 
first secretary of the Clearing House Section. 

From 1915 to 1917 he was assistant cash- 
ier, and from 1917 to 1918 cashier of the 
Philadelphia National Bank. From 1918 to 
1919 he served as chief secretary, Bureau of 
Personnel, Y. M. C. A., A. E. F., in France. 
In 1919 he returned to the Philadelphia Na- 
tional Bank as cashier in which position he 
continues in the Philadelphia-Girard Nation- 
al Bank. 

Mr. Wolfe elected vice-president of 
the Clearing House Section, American Bank- 
ers Association, in 1926. He was president 
for two terms of the New York Chapter, 
American Institute of Banking, and a mem- 
ber of the Preliminary Organization Com- 
mittee in 1915 of the Federal Reserve Board, 
in which connection he prepared and organ- 
ized the Gold Settlement Fund at Washing- 
ton and made the first two clearings in that 
city. 


his valuable 


was 
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INDIVIDUALS! 
HOLDING CORPORATIONS! 


Keep Your Securities in 


DELAWARE 


Income tax law—Section 9.—The following organizations 
shall be exempt from taxation under this Article: 













“(14) Corporations merely maintaining a principal office 
or place of business in this State with a resident agent in charge 
thereof, keeping original or duplicate stock ledgers, holding 
corporate meetings, and keeping cash or securities on deposit in 
this State shall not be construed to be doing business in the 
State.” 







The income tax law 
residents. 


does not contemplate taxing non- 






Furthermore, it is not necessary to secure consent from the 
taxing officials before entering a safe deposit box and delivering 
the contents to the executor or administrator of an estate. 





We offer a complete custodian service in this connection, 
which makes it practical for non-residents and corporations to 
keep their securities on deposit in Wilmington. 






Detailed information will be sent upon request. 
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INTERESTING CAREERS OF THE NEW 
STANDARD BEARERS OF THE AMERI- 
CAN BANKERS ASSOCIATION 


Thomas Ross Preston, the newly elected 
president of the American Bankers Associa- 
tion, began his banking career as a runner 


for the Traders National Bank of Tullahoma, 
Tenn., and worked nights in the freight of- 
fice of the Nashville, Chattanooga & St. 
Louis Railroad of which he is today a direc- 
tor. Later he came to the Hamilton Trust 
& Savings Bank of Chattanooga of which he 
became cashier at the age of twenty and in 
1906 became president, which position he 
continues to hold. In 1905 he helped to or- 
ganize the Hamilton National Bank of which 
he is also president and which has become 
one of the outstanding banks in the South. 
He is also associated with a number of large 
corporations. Mr. Preston has been presi- 
dent of the Tennessee Bankers Association, 
president of the National Bank Division of the 
A. B. A., and member of Executive Council. 

Craig B. Hazlewood, the new first vice- 
president of the American Bankers Associa- 
tion, began his banking career as a messenger 
in the Commercial National Bank of Chicago. 
He subsequently came to the Union Trust 
Company of Chicago, first as advertising 
manager and later was placed in charge of 
the credit department. He afterward orga- 
nized the new business department. Begin- 
ning with January, 1910, he filled successive- 
ly the offices of assistant secretary and as- 
sistant to the president. In 1917 he was 
elevated to vice-presidency and in January, 
1921, was made a director of the company, 
which position he now holds. Among his 
other business connections he is chairman 
of the board of the Lake Shore Trust & Sav- 
ings Bank, Chicago. 

Mr. Hazlewood’s election to the executive 
offices of the American Bankers Association 
is a deserved tribute to his splendid work 
and public spirit in advancing the cause of 
better banking. He has rendered valuable 








services with various committees of the IIli- 
nois Bankers Association and was a pioneer 
in the Chicago Chapter of the American In- 


stitute of Banking. It was primarily be- 


cause of the initiative of Mr. Hazlewood 
that the State Bank Divison of the Ameri- 
can Bankers Association, now the largest in 


membership of any of the Divisions, was 
organized. He has served as president of 


that Division, president of the Bankers Club 
of Chicago and has been active as a member 
of the Executive Council, A. B. A. 

Like the new president, the newly elected 
second vice-president of the American, John 
Gerdes Lonsdale is also a native of Tennes- 
He is president of the National Bank 
of Commerce in St. Louis and one of the 
most popular personalities in American bank- 
ing circles. He was educated at St. John’s 
Military Academy, Manlius, New York, and 
attended college in Baltimore, Md. His busi- 
ness career began in real estate in Hot 
Springs, Ark., in 1891. He later changed to 
the bond and brokerage business in 
New York City as head of his own company. 
He organized the Little Rock, Hot Springs 


see. 


stock 


and Texas Railroad, of which he was later 
appointed received, reorganizing it as the 


Little Rock & Hot Springs Western Railroad. 

Mr. Lonsdale subsequently resumed busi- 
ness in New York as a member of the firm of 
Logan & Bryan, stock brokers. He resigned 
in 1915 to enter the banking field as presi- 
dent of the National Bank of Commerce of 
St. Louis. He is a director of the Federal 
Reserve Bank at St. Louis and of the Mis- 
souri-Pacific Railroad, a member of the 
Council on Foreign Banking Relations, the 
American Acceptance Council, and the Cham- 
ber of Commerce of the United States where 
he is a director of the department of finance- 
He served as chairman of the special com- 
mittee on rail mergers of the Commerce and 
Marine Commission, American Bankers Asso- 
ciation, and in 1921-22 he was president of 
the National Bank Division. 
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STATE BANK DIVISION LABORS FOR HIGHER MORALE 
AND PREVENTION OF BANK FAILURES 


Officers elected for ensuing year: 


President: M. H. Malott, 
zens Bank, Abilene, Kansas. 
Vice-president: S. J. High, 
Peoples Bank & Trust Company, 

Miss. 

ew members of Executive Committee:: 

Felix M. McWhirter, president Peoples 
State Bank, Indianapolis, Ind. 

W. A. Hunt, president Citizens Bank & 
Trust Company, Henderson, N. C. 

T. O. Hammond, vice-president Montana 
Trust & Savings Bank, Helena, Mont. 


Deputy Manager: Frank W. Simmonds, 
New York. 


president Citi- 


president 
Tupelo, 


iTH a large majority of member- 

ship composed of country banks and 

located in agricultural regions it 
was to be expected that discussions at the 
annual meeting of the Savings Bank Divi- 
sion of the American Bankers Association 
would center largely upon changing banking 
conditions affecting smaller banks and adop- 
tion of more vigorous measures to halt fail- 
ures and indiscriminate granting of new 
charters. The situation which confronts 
country bankers was sympathetically and 
understandingly sketched by President G. FE. 
Sowerman in his address. Covering the 
period from 1921 to 1926 inclusive, he said, 
there were 3,124 bank failures or more than 
one fatality for each day. During the same 
period, plus the first six months of 1927, 
there were 5,784 new bank charters granted 
indicating that the country is “overbanked.” 
He quoted a survey made in one state show- 
ing that 845 banks had net profits for the 
year ending June, 1926, of only $1,970 per 
bank. Mr. Bowerman also pointed out the 
revolutionary changes in banking caused by 
new methods of transportation and commu- 
nication, encouraging the tendency toward 
centralized control and distribution. Branch 
banking and chain stores, he asserted are 
here to stay and that the unit system can 
be preserved only by better management and 
supervision. 

Definite policies advocated by the State 
Bank Division were summarized by Presi- 
dent Bowerman as follows: Increased capi- 
talization and minimum of §$25,000; 
power of banking authorities to grant new 
charters; creating banking boards to co- 
operate with Bank Commissioner: increased 
authority and compensation for banking de- 
partments; limitation of borrowing by offi- 


sole 
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making issuance of 
worthless misdemeanor; uniform 
state banking legislation and standardiza- 
tion of supervision. Mr. Bowerman also em- 
phasized diversification of loans in country 
banks, maintenance of liquidity of 
elimination of strife and rivalry among 
banks in respective communities: inter- 
change of information, and segregation of 
savings deposits. 


directors; 
checks a 


cers and 


assets ; 


“Adjusting Banking to Changing Condi- 
tions,” was the topic of the succeeding ad- 
dress by Dan VY. Stephens, president of the 
Fremont State Bank of Fremont, Neb., the 
substance of which appears elsewhere in this 
issue of Trust COMPANIES. 


Archaic Court Decisions Affecting Check 
Collections 

One of the most valuable addresses of the 
convention was that presented at the State 
Bank Division meeting by O. Howard Wolfe, 
eashier of the Philadelphia-Girard National 
Bank of Philadelphia, on “Archaic Court 
Decisions Affecting Check Collections.” In 
discussing the need for adequate legislation 
to protect banks in the collection of out-of- 
town items, Mr. Wolfe used as a basis for 
argument and conclusions, the decision of 
the Supreme Court in the famous Malloy 
He outlined a series of definite provi- 
sions which ought to be embodied in legisla- 
tion and said in part: 

“Assuming that bankers, men, 
and courts and state legislatures would all 
agree that the use of checks in payment of 
debts is not in any way to be hampered, but 
rather encouraged in every possible way; 
admitting the economic value of this highly 
developed instrument of American banking, 
then it would seem that any legislation to 
be equitable to all parties concerned, and 
sound both from an economic as well as 
from an accounting standpoint, ought to 
contain these definite provisions. 

“First, that the bank of deposit has the 
right either to send an out-of-town check 
directly to the bank upon which drawn, or 
to use one or more intermediate agents for 
that purpose. 

“Second, that in the case of local checks, 
a bank shall be permitted to present such 
check for payment through the Clearing 
House, and shall not be held negligent if it 
fails to make presentation across the counter 
of the drawee bank. 


case, 


business 
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“Third, that it shall be permitted to ac- 
cept in payment the draft of the drawee 
bank or a solvent credit. It would be neces- 
sary to define a solvent credit, which might 
be done by including a provision that the 
drawee bank must be open for business for 
a specified time following the payment of 
the item. 






































“Fourth, that in the event of the failure 
of a bank before its exchange draft sent in 
remittance of checks should be paid, that 
such draft should be returned to the drawee 
bank, which should recredit to its depositor’s 
account such checks as were covered by the 
draft in question, these checks to be re- 
turned to the bank from which received, and 
by such bank returned to the original de- 
positor. This provision would put the bur- 
den upon the drawer of the check to look 
to the receiver of the failed institution in- 
stead of placing that burden as it now is 
upon the payee. 

















































































































ey “Fifth, the same principle should be ap- 
plied to checks presented through the Clear- 
ing House and charged to depositors’ ac- 
counts, if the drawee bank fails before set- 
tlement is made with other members of the 
Clearing House. 












































“Sixth, that checks on non-Clearing House 
members may be presented at the counters 
; of the drawee banks, and the banks making 
Et presentation of such checks shall be author- 
; ized to accept a draft in lieu of cash, and 
subject to the same considerations mentioned 
in the foregoing provisions. Although it is 
not strictly a part of the subject under dis- 
cussion, it would not be amiss to include in 
new legislation a provision that a bank re- 
ceiving on deposit a check drawn upon itself 
would have the privilege of returning such 
check to its depositor the following morning 
if, at the close of business day of deposit, 
the check is found to be not good.” 





































































































“The Commercial Bankers’ Responsibility 
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for His Investment Account” was the sub- 
ject of the next address by Hugh H. Saxon, 
vice-president of the Continental and Com- 
mercial Trust & Savings Bank of Chicago, 
extracts from which appeared in the October 
issue of Trust CoMPANIES. He stated that 
the old order of commercial banking has 
changed as evidenced by the increase in 
bank investments, but averred that the old 
responsibility to safeguard depositors con- 
tinues with ever greater force. 


Relation of Government to Business 

The concluding address was on “Relation 
of Government to Business,” by United States 
Senator Walter F. George of Georgia, who 
said in part: 

“Democracy offers large opportunity for 
self-imposed obligations. Unfair practices, 
agreements in restraint of trade, ruthless 
destruction of honest competition tend al- 
ways to incite retaliatory measures, and in- 
vite hampering restrictions. The friends of 
good government among American business 
men will wisely avoid practices offensive to 
public opinion. The man who rightly wishes 
his business to remain free from the tyranny 
of undue political regulation and desires his 
government to attend strictly to the affairs 
of state may well consider the obligations 
placed upon business by our free institutions. 

“When in the interest of the common wel- 
fare it becomes necessary to regulate and 
to control business, the measure of regula- 
tion should be reduced to the minimum. 
Laws should be so simple and direct as to 
foreclose departmental rules and regulations, 
to the end that the citizen may live and 
his business may thrive under a government 
of laws and not of men. History and our 
own experience admonish us that we can- 
not usurp power upon the old plea of neces- 
sity and public benefit, but that we must 
remain within the clear limitations imposed 
by the constitution.” 
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To Banks and 
Bankers 


If any of your clients need 
the services of a Trust Com- 
pany in Chicago, we should 
be pleased to have you refer 
them to us. 


In addition to a complete and 
well equipped organization, 
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Mo's} ence in investment banking, 


we believe, specially qualifies 
us to administer estates, man- 
age trust funds, give advice 
about financial problems, or 
render any of the many serv- 
ices that may be asked of a 
trust company. 
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‘* Your Personal Bank 


You can feel sure when you 
send your clients to us that 
their interests and yours will 
be thoroughly looked after 
and protected. 


TRUST DEPARTMENT 
Harris Trust and Savings Bank 


Organized as N. W. Harris & Co., 1882. Incorporated 1907 


HARRIS TRUST BUILDING, CHICAGO 
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CHARTERED 1799 


BANK OF THE 
MANHATTAN COMPANY 


Capital, Surplus and Undivided Profits over $30,000,000 
Total Resources over $300,000,000 


STEPHEN BAKER, President 


UNION SQUARE OFFICE 
Broadway at |6th Street 


MAIN OFFICE 
40 Wall Street, New York City 


MADISON AVENUE OFFICE 
Madison Avenue at 43rd Street 
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EXECUTIVE STAFF OFFICERS OF 
AMERICAN BANKERS ASSOCIATION 
As a closing chapter of the recent annual 

convention of the American Bankers Associ- 
ation, the Executive Council elected its ex- 
ecutive staff officers. F. N. Shepherd was 
again chosen executive manager and Thomas 
B. Paton was reelected general counsel. Un- 
der its constitutional power to elect the as- 
sociation’s treasurer, the Executive Council 
also named W. D. Longyear, vice-president 
of the Security Trust & Savings Bank, to 
the office. By action of the convention the 
association’s constitution has been amended 
this year making the treasurer a member of 
the Administrative Committee and the Ex- 
ecutive Council. 

W. D. Longyear, the new treasurer suc- 
ceeding Nathan D. Prince, president of the 
Hartford-Connecticut Trust Company, is-vice- 
president of the Security Trust & Savings 
Bank of Los Angeles, with which he has been 
associated continuously for 38 years, during 
practically all of which time he has been an 
officer. He has served on the Executive 
Council of the American Bankers Association 
and has been chairman of its Committee on 
State Legislation and its State Legislative 
Council. 

The newly elected president of the asso- 
ciation has announced the appointment of 
the following members of the Executive 
Council at large: A. P. Gianinni, chairman 
of the Advisory Committee, Bank of Italy, 
San Francisco; Thornton Cooke, president 
Columbia National Bank, Kansas City, Mo.; 
F. M. Law, vice-president First National 
Bank, Houston, Texas; Harry J. Haas, vice- 
president First National Bank, Philadelphia, 
and J. Elwood Cox, president Commercial 
National Bank, High Point, N. C. 





Transfer Agent of the State of New York Since 1818. Member of the Federal Reserve System, 
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NEWLY APPOINTED EDUCATIONAL 
DIRECTOR OF A. I. B. 


Harold J. Stonier, vice-president of the 
University of Southern California has been 
appointed Educational Director of the Ameri- 
can Institute of Banking, succeeding Stephen 
I, Miller. who has assumed executive man- 
agership of the National Association of 
Credit Men. Mr. Stonier becomes active 
head of the educational work of the Insti- 
tute having an enrollment of nearly 60,000 
members. 

Mr. Stonier is a native of San Jose, Cal., 
and a graduate of the University of Southern 
California, where he organized the College 
of Commerce and Extension Division eight 
years ago. He is president of the Pacific 
Coast Advertising Clubs Association and for 
six years has been instructor in public speak- 
ing at the Los Angeles Chapter, A. I. B. 


FIRST WISCONSIN NATIONAL AND 
TRUST 

Wisconsin’s largest banking organization, 
the First Wisconsin National Bank and the 
First Wisconsin Trust Company, continue to 
maintain substantial growth. The latest fi- 
nancial statement shows combined resources 
of over $121,000,000; the national bank ac- 
counting for $115,175,000, and the trust com- 
pany having resources of $6,188,379. The 
figures of the latter, however, do not com- 
prehend a volume of individual and corpo- 
rate trusts which is by far the largest of 
any institution in the state. The capital of 
the national bank is $6,000,000, with surplus 
and undivided profits of $5,100,922. The trust 
company operates with $1,000,000 capital and 
$1,225,268 surplus and undivided profits. 


Deposits of Houston, Texas, banks have 
reached a total of $160,000,000. 
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FEDERAL TRUST COMPANY 
OF PHILADELPHIA 


Viember Federal Reserve System 


We invite the accounts of “out of town” Banks, Trust Com- 


panies and Corporations. 


OLIVER P. WALDRON, President 
J. S. McCULLOCH, Vice-President 
H. F. RICHARDS, Vice-Pres., Sec’y and Treas. 


FRANCIS S. GOGLIA, Trust Officer 

PAUL E. ULRICH, Asst. Sec’y and Asst. Treas. 
A. S. RUGGIERO, Asst. Sec’y and Asst. Treas. 
ALBERT A. MOSSER, Title Officer 


CAPITAL AND SURPLUS OVER $680,000.00 


SAVINGS BANK DIVISION FOSTERS SCHOOL SAVINGS 
AND SOUND INVESTMENTS 


Officers elected for ensuing year: 


President: George L. Woodward, treasurer 
South Norwalk Savings Rank, South Norwalk, 


Conn. 


Vice-president: Taylor R. Durham, vice- 
president Chattanooga Savings Bank & Trust 
Company, Chattanooga, Tenn. 

New members of Executive Committee: Ar- 
lan W. Converse, vice-president and cashier 
of the First Trust and Savings Bank, Chi- 
cago; Henry R. Kinsey, comptroller,, 
Williamsburg Savings Bank, Brooklyn, New 
York, and Louis Betz, treasurer of the State 


Savings Bank, St. Paul, Minn. 


NTERESTING information was developed 

at the annual meeting of the Savings 

Bank Division revealing the remarkable 
growth of school savings which has long 
since passed the experimental stage. How 
school savings have increased was described 
by Deputy Manager W. Espey Albig in his 
address on the subject and in the course of 
which he said: 

“The first attempt at the mechanics of 
school savings was through a method utilized 
in France. Installations were secured in a 
few places in the United States, not because 
of any specific demand, but simply because 
it was used abroad. The results were not 
encouraging. Its need was not realized and 
its methods not suited to American practices. 
The tedium of operation which fitted well 
when dealing with an uneducated group was 
not to be borne with equanimity by pupils 
in the American schools. 3ut from this 
humble beginning, there developed the sys- 
tem, which, as of June 30, 1927, has been 
introduced in over 12,000 schools, has almost 
four million of participants, deposited dur- 
ing the year past almost 24 million dollars, 


and had at the end of the year, net savings 
for the year of nine and one-half million 
dollars, and bank balances of over 39 mil- 
lion dollars. A wonderful picture, indeed!” 

W. R. Morehouse, vice-president of the Se- 
curity Trust & Savings Bank of Los Angeles, 
in his address as retiring president of the 
Division, commented on the growth of de- 
partmental banking and to which the McFad- 
den amendments have new 
the significance of mergers ; 
dence of failures ; 
crimes 


stimulus; 
the 
the suc- 


given 
bank 
bank 

bank 
necessity of 


evi- 
decreased 
resistance to and rob- 
the developing invest- 
ment service for depositors and methods for 
closer alliance with the American youngster. 


cessful 


beries ; 


“Gold Brick Financing,” was the subject 
of an address by Harry W. Riehl, general 
manager of the Better Business Bureau of 
St. Louis, which was in fact an “expose” of 
the methods employed by gold brick experts. 
He gave some cross sections from actual ex- 
perience which showed how gullible a large 
proportion of American people are despite 
propaganda against fake investments and 
financing schemes. A considerable part of 
his address was devoted to how swindlers 
obtain and make use of “sucker lists” and 
the manner in which bucket shops extend 
their operations. 

Following the scholarly address on “Fun- 
damentals in Savings Banking,’ by Stephen 
I. Miller, national educational director of 
the American Institute of Banking, the pro- 
ceedings came to a with the election 
of officers and adoption of resolutions en- 
dorsing regional savings conferences, broader 
development of school savings and effective 
measures to combat unscrupulous promoters. 


close 
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FRED. G. BOYCE, Jr., Vice-President 
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Mercantile Trust & Deposit Company 


OF BALTIMORE 


Established 1884—Forty - three years’ experience. 
Capital, Surplus, and Undivided Profits, $5,000,000. 


We Solicit Your Baltimore Account 





STATE SECRETARIES SECTION 


A. H. S. POST, President 





DISCUSSES COOPERATION 


AND PROTECTIVE WORK AMONG BANKERS 


Officers elected for ensuing year: 

President: William A. Philpott, secretary 
of Texas Bankers Association. 

First Vice-president: Frank Warner, sec- 
retary of lowa Bankers Association. 


Second Vice-president: M. A. Graettinger, 
secretary of Illinois Bankers Association. 


ROGRESS and ambitious plans for de- 

veloping various cooperative measures 

among bankers, such as county credit 
bureaus, rural clearing houses, protective 
work and public education, furnished the 
texts for animated and profitable discussions 
at the annual meeting of the State Secre- 
taries Section. Retiring President adhered 
strictly to the program and called first 
upon M. A. Graettinger, who described 
recent developments in the establishment and 
operation of county credit bureaus, rural 
clearing houses and other activities of county 
organizations. A questionnaire showed that 
sixteen states have recommended the credit 
bureau for prevention of duplicate borrow- 
ing: seventeen states are recommending the 
adoption of the stop-loss or service charge on 
small checking accounts and six states are 
committed to county organizations. 

“How Can Banks Make More Money,” was 
the rather alluring topic of a paper by W. C. 
Coapman, secretary of the Wisconsin Bank- 
ers Association, setting forth results from 
introduction of service charges and reduction 
of interest rates. Referring to unprofitable 
accounts, he said: 

“Taking the country as a whole, it can 
safely be stated that 60 per cent of the com- 
mercial accounts of the average bank run 
less than $50 each, and that this 60 per cent 
earries not to exceed 5 per cent of the total 
deposits. A North Dakota bank in announc- 
ing the adoption of a 50-cent charge on $50 





balances, stated that “S per cent of our de- 
posits comprise 59 per cent of our depositors 
and this 8 per cent wrote 50 per cent of the 
checks; or, 8 per cent of our business caused 
50 per cent of our work’ —month of July, 
1927. A Wisconsin bank having about $500,- 
000 total deposits, time and demand, discoy- 
ered that 20 per cent of its open account bal- 
ances were less than $1; 17 per cent ran 
from $1 to $10; 25 per cent, from $10 to $50, 
and 38 per cent ran $50 and over ; 62 per cent 
of the accounts had but 3 per cent of the 
deposits.” 

Discussion on bank taxation, led by F. P. 
Fellows of the Minnesota Bankers Associa- 
tion, developed general sentiment as to solu- 
tions. Mr. Fellows said there were three 
systems of taxation, namely, the uniform gen- 
eral property tax prevailing in most states; 
the income tax adopted by New York, Massa- 
chusetts, Wisconsin and one or two other 
states, and the third method is the classified 
plan. In listing solutions the speaker ap- 
proved an amendment to 5,219 permitting 
states to tax national banks providing the 
tax was no greater than levied upon state 
banks and the application of the income tax 
which, however, in a number of states is 
prohibited by constitution. A third propo- 
sition is to tax all competing intangibles. 

Protective work and organization of the 
vigilantes system proved another live topic 
of discussion, led by Frank Warner of Iowa. 
The secretaries from various states, notably 
Illinois, Indiana and Iowa, described suc- 
cessful results obtained from protective and 
vigilante systems in their jurisdictions. 

Other subjects which received considera- 
tion were the question of limiting activities 
of the association, the financing of state 
banking associations and other purely ass%- 
ciation affairs. 


UNION TRUST COMPANY OF DETROIT ESTABLISHES 


AVIATION 


Company of Detroit is 
institution in the United 
States to establish a regularly authenticated 
aviation department and to make practical 
use of air service in its business. 


The Union 
the first 


Trust 
financial 


The com- 
pany is fortunate in being able to command 
the services of so well-known an aeronautical 
expert as Captain Ray Collins. The estab- 
lishment of the aviation department is sim- 
ply a continuance of the interest which the 
Union Trust Company, particularly its presi- 
dent, Frank W. Blair, has taken in aviation 
advancement and progress in Detroit. 

The new plane, which bears the name 
“Trusty,” is an exact duplicate of the biplane 
which recently won the Class B first prize 
in the New York to Spokane derby. Charles 
Meyers was the pilot of the Berry Brothers 
biplane which was successful in that event. 
It was made by the Advanced Aircraft Cor- 
poration of Troy, Ohio. It is a two-passen- 
ger, open plane and is equipped with a Cur- 
tiss O X-5 motor. The motor 
horsepower. 

When questioned relative to the utilization 
of the airship for practical purposes in the 
banking business, President 
that the officers of the 


has ninety 


Blair explained 
Union Trust Com- 


LATEST INNOVATION 


DEPARTMENT 


pany have found so many opportunities to 
take advantage of the membership of Mr. 
Blair in the “Wise Birds” flying group that 
he found the calls on the two airships owned 
by the “Wise Birds’ organization so fre- 
quent as to suggest the advisability of a new 
plane for the Union Trust officials, them- 
selves. Mr. Blair is the president and he, 
with W. B. Stout, originated the “Wise 
Birds” club two The club has 
taken an active and prominent part in the 
development of aviation interest in Detroit 
and among bankers throughout the country. 
Last spring, Mr. Blair attended the Hot 
Springs gathering of the American Bankers 
Association, making the trip in the company 
of Dudley E. Waters, president of the Grand 
Rapids National Bank. 

“We feel that it is only a question of time,” 
Mr. Blair, “when Detroit will employ 
thousands of its citizens in airplane manu- 
facture. Our city already has taken a con- 
spicuously successful part in this work. Cap- 
tain Collins has speaking engagements which 
will keep him very busily occupied in spread- 
ing the good gospel of Detroit’s activities for 
aviation development all over the country. 
He will make these trips in the Union Trust 


years 


ago. 


says 
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In TruST SERVICE 


“Trusty” the biplane which is in regular aerial service for the Union Trust Company of Detroit, with Ray B. 
Collins as Company Pilot 




















FRANK W. BLAIR 


President, Union Trust Company of Detroit 


plane. In addition to that, our officers are 
to use the plane on business trips which call 
for quick action to avoid loss of time. We 
also have in mind the development of a defi- 
nite program for fast service for the benefit 
of our Union Title & Guaranty Company in 
delivery of policies and rapidity of service 
between our main office in Detroit and our 
numerous branch offices throughout the State 
of Michigan.”’ 


HAMILTON NATIONAL OF 
CHATTANOOGA 

The consolidated statement of the Hamil- 
ton National Bank and the Hamilton Trust 
& Savings Bank of Chattanooga, Tenn., at 
the close of business October 10th shows to- 
tal resources aggregating $25,450,244, with 
the resources of the Hamilton National Bank 
reported at $21,149,202. Combined capital, 
surplus and undivided profits amount to 
$2,882,185, with capital at $1,750,000 and sur- 
plus and undivided profits of $1,132,185. Cap- 
ital stock of the Hamilton Trust & Savings 
Bank is held in trust for the stockholders of 
the Hamilton National Bank. T. R. Preston 
is president of both institutions. He was 
elected president of the American Bankers 
Association at the recent Houston convention. 
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Associations 


0 UR association with 
Cleveland business in- 
terests is our best recommen- 


dation for an association 
with you. 


Forty-one years united with 
progress 


The 
UNITED BANK 


West 25th and Lorain - Opp. West Side Market 
CLEVELAND, OHIO 





BANKERS SECURITY TRUST COMPANY 
CHARTERED IN CONNECTICUT 
Something new in combined trust company 
and investment trust functions is embodied 
in the organization and financing methods of 
the new Bankers Security Trust Company, 
chartered by special act of Connecticut legis- 
lature. It is affiliated with the Bankers Fi- 
nancial Trust and the Bankers Capital Cor- 
poration which have been in successful oper- 
ation for a number of years. Announcement 
of initial financing of the new company pro- 
vides for an issue of 250,000 shares of Series 
A participating stock with par value of $10 
and 250,000 shares of Series A, 6 per cent 
cumulative preferred stock, also of $10 par 
value, offered in units of one share of each 
stock by the Bankers Capital Corporation 
of New York and the Bankers Capital Com- 
pany of Connecticut. The charter of the 
new company authorizes investment in mar- 
ketable securities, to engage in underwritings 
as well as perform trustee, secretarial and 

registration services. 

The Fort Lauderdale Bank and Trust Com 
pany and the First National Bank of Fort 
Lauderdale, Fla., have been merged under 
the title of Fort Lauderdale Bank and Trust 
Company. 









The Oldest and Largest 
Trust Company in 


HAWAII 


Established 1898 


APPROXIMATE VALUE OF 
REAL AND PERSONAL 
PROPERTY UNDER CON. 
TROL AND MANAGEMENT 
OVER $50,000,000.00. 


Authorized by Law to Act in Any Trust Capacity 


Capital, Surplus and Undivided Profits over 
Two Million Dollars 


We do not transact a banking business 


CORRESPONDENCE ON LOCAL CONDITIONS 
CORDIALLY INVITED 


HAWAIIAN TRUST COMPANY, LIMITED 


HONOLULU, HAWAII 


ALEXANDER PHILLIPS 

Alexander Phillips, who for many years 
was associated with the Guaranty Trust 
Company of New York, died November 7th at 
the New York Post Graduate Hospital. Mr. 
Phillips had not been actively engaged in 
business since February 1, 1924, at which time 
he retired on pension from a vice-presidency 
of the Guaranty Trust Company of New 
York. He was engaged in the banking busi- 
ness for more than forty years, first with 
the Comptoir National d’Escompte de Paris 
in Paris, London, Bombay, Calcutta, Mel- 
bourne, Sydney, San Francisco, and New Or- 
leans; and then with A. Iselin & Company 
of New York City. 

Mr. Phillips returned to New York in 1898 
and became associated with the United States 
Mortgage & Trust Company with which he 
was affiliated for many years. He joined 
the Guaranty Trust Company in 1916 and 
went to France at that time as representa- 
tive of the company. In that year he nego- 
tiated with the French Government and large 
French industrialists an acceptance credit 
of $50,000,000, in which the Guaranty Trust 
was joined by the Bankers Trust Company. 
In 1917 he established the Paris branch of 
the Guaranty. In 1918 he performed a simi- 
lar service in Belgium, organizing a branch 
of the Guaranty in Brussels 





INSURANCE RATE REDUCED ON YORK 
ROUND DOOR CHEST 


Underwriters’ 


The 


Laboratories, 
Chicago, 


tested the new relocking 
round door burglary chest 
manufactured by the York Safe & Lock Com- 
pany of Yorke, Pa. This relocking device 
successfully withstood the severe tests of 
the engineers at the laboratory. Endorse- 
ment of the Underwriters’ Laboratories en- 
titles the owners of this chest to an addi- 
tional reduction of 10 per cent on their 
burglary insurance rate. 


Ine., of 
recently 
device on the 


A great many of these chests are supplied 
to banks and used as lockers within their 
vaults. The York Round Door Chest is used 
extensively in connection with the night de- 
pository manufactured by the York Safe & 
Lock Company. The perfection of the re- 
locking device adds greatly to the security 
of the deposits kept overnight in these chests. 


Deposits of $65,459,000 are shown in the 
statement of the Bank of Pittsburgh, N. A., 
issued in response to the current call. 


Robert Wardrop, chairman of the board 
of the First National Bank of Pittsburgh, 
recently celebrated his fiftieth wedding anni- 
versary. 
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Arch W.Anderson 
Vice-President and 
Cashier 





vue W"Rhodes Hervey 
xecutive VicePresident 
Trust Dep 


THE MASTER MINDS AND CAPABLE EXECUTIVES WHO GUIDE THE BIG LOS ANGELES- 
FIRST NATIONAL TRUST AND SAVINGS BANK OF LOS ANGELES, CAL. 
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LOS ANGELES FIRST NATIONAL TRUST & SAVINGS BANK 
REPRESENTS NEW PHASE IN PROGRESSIVE BANKING 


With California banking giants casting up 
balances of billion and half billion resources 
it does seem as if the star of empire is 
continuing its westward course and that San 
Francisco and Los Angeles, not to mention 
other aspiring cities of the Pacific Coast, are 
plucking laurels from the complacent, albeit 
wrinkled brow of Father Knickerbocker. To 
many it may seem still a far cry to visualize 
some time in the future the shifting of the 
financial metropolis from the banks of the 
Hudson to the shores of the Golden Gate or 
teeming hive which adjoins Hollywood. But 
the race at all times is to the swift and the 
far west, with its horizon bounded by the 
Far East, has the advantage of dauntless 
ambition and of being free from hide-bound 
traditions. 

Among the great banking units which have 
emerged from the convulsions immediately 
following the rejuvenation of the National 
Bank Act and the McFadden amendments, 
is the Los Angeles-First National Trust & 
Savings Bank, as a result of the merger of 
the First National with the Pacific-South- 
west Trust & Savings Bank of Los Angeles. 
Even the big super-banks and trust compa- 
nies of New York City must drop curtsy to 
this consolidation which comes out with fig- 
ures of $322,000,000 resources, with army of 
depositors having $281,000,000 funds with the 
organization and with invested capital and 
reserves of $31,000,000. The list of 
in southern and central California where this 
bank maintains branches and of locations 
are conducted in the city of 
Los Angeles begins to resemble the annual 
of one of the “Big Five” of London. 

The stalwart assembly of executives who 
gnide the Los Angeles-First National Trust 
& Savings Bank are not merely concerned in 
achieving big figures, but are planning in 
masterly fashion to create a new empire of 
finance, banking and industry in a section 
of the country which is rich with native 
resources, growing by bounds in production 
of goods and essentials of living which flow 
to all points of the geographical and mari- 
ner’s compass. The essence of the whole 
plan is to attain the ultimate in efficient 
employment and direction of banking and 
investment resources. 

The executives and the cabinet, or board of 
directors, of this colossus of the Pacific West 
are men who are all working toward a com- 
mon goal. They have had the experience 


cities 


where offices 


and responsibility which teaches that there is 
no success so durable and sure than that 
which is built on genuine service to the pub- 
lic, to business, industry and commerce. The 
master mind of the organization is Henry M. 
Robinson, who has often been called to great 
councils of men and affairs, including that 
of member of the Dawes Reparation Commis- 
sion, not to mention many other assignments 
of national character. The chairman of the 
board is that veteran and outstanding figure 
in far-western banking, J. M. Elliott. Other 
forceful personalities are Charles F. Stern, 
executive vice-president; Arch W. Anderson, 
vice-president and cashier; W. H. Thompson, 
vice-president, and P. L. MeMullen, 
president. 


vice- 


Trust service is one of the important ele- 
ments in the composition of this bank. There 
is no better assurance of capable fiduciary 
administration and promise of broad develop- 
ment than to state that this phase of the 
business reposes in the hands of Judge Wm. 
Rhodes Hervey, Bruce H. Grigsby and J. D. 
Carson. 


CUSTODIAN OF CITIZENS BANKS OF LOS 
ANGELES 


of $117,000,000 


Aggregate resources 
shown in the latest reports of the allied 
Citizens Nationa! Bank and the Citizens 
Trust & Savings Bank of Los Angeles. Con- 
ducting twenty-eight offices in the Greater Los 
Angeles area the Citizens Banks have capi- 
tal funds in excess of $11,000,000. Earning 
capacity during the current year has been 
fully up to the best records of the past. An 
important executive change was the recent 
election of M. J. Connell as chairman of the 
board of the national bank, succeeding the 
late J. Ross Clark. Clark J. Bonner, a 
nephew of the late chairman of the board, 
was elected a member of the board. 

Announcement is made by President J. 
Dabney Day of proposed physical consolida- 
tion of the Citizens National Bank with the 
Citizens Trust & Savings Bank. 

Another development in the Citizens’ or- 
ganization is the recent establishment of 
the Citizens National Realty Company to 
take over and operate the real estate in- 
vestments of the two banks. Enlarged offices 
of the Lincoln Heights Branch of the Citi- 
zens Trust were recently opened to the 
public. 


are 
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OPENING OF A PORTION OF THE NEW HEAD OFFICE BUILDING 
OF THE MIDLAND BANK, LIMITED, OF LONDON 


American visitors to London, England, dur- 
ing the past summer have been impressed 
with the modernizing influence of new build- 
ing construction in the historic financial cen- 
ter of that city. “The Old Lady of Thread- 
needle Street,’ as the venerable Bank of 


— 


England Building is called, has been the 
scene of construction work for several years 
Close by a structure of classical design has 
been acquiring imposing proportions. It is 
the first section of the new head office build- 
ing of the Midland Bank, Limited, in Poul 


WHIcH Was RECENTLY COMPLETED 





TRUST 


try, which is nearing completion and was 
recently opened to the public. When com- 
pleted this new office building for the largest 
number of London’s “Big Five’ will extend 
from St. Mildreds’ Court to Grocer’s Hall. 
with a frontage of 190 feet and through to 
Princess street, with frontage of 116 feet. 

The portion now in occupation covers 
roughly one-third of the area comprised in 
the scheme. The building when completed 
will contain ten stories and a total floor space 
of over six acres, providing accommodation 
for a staff of 2,400. The elevations are being 
carried out in Portland Stone. Above the 
cornice level the building will set back in 
two tiers leading up to the shallow domes 
which are to be the central and 
features of each of the frontages. The top 
of each dome is 137 feet above pavement 
level and 200 feet from the deepest portion 
of the concrete foundation. 

The lowest basement of the building will 
be reserved almost entirely for engineering 
réquiremnts, including oil fired boilers, three 
deep wells and pumps, water tanks, etc., ap- 
paratus for purifying and ozonizing the air 
to be distributed throughout the building, 
vacuum cleaning apparatus, electric trans- 
formers, switchboard room, etc. 


crowning 


The second 


basement is taken up chiefly by strong rooms, 


book rooms and stores, while that imme- 
diately below the ground level will be used 
for safe deposits and additional strong rooms. 
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This latter basement contains a long corridor 
lighted by a circular marble opening imme- 
diately under the center of the main light 
well, and numerous rooms, carried out in 
walnut, for the examination by customers of 
deeds and boxes, and a large safe deposit 
entered by an 8-foot circular strong room 
door weighing nearly thirty tons. 

The ground floor, which will be devoted en- 
tirely to general banking business, is being 
earried out in white marble and green ver- 
dite, the wall filling being in white and 
veined marble and the shafts of the col- 
umns in green African verdite with white 
marble bases. The entrance lobby avd join- 
ery throughout is of figured American wal- 
nut. The center portion of the Banking Hall 
when completed will be lighted by a well 
covered in with a coved roof 80 feet long 
and 40 feet wide. At the west end of the 
Hall there is a marble staircase leading to 
the safe deposits and strong rooms in the 
first basement. 

The first, second and third floors will be 
devoted to clearing, correspondence and other 
Head Office departments. The fourth floor 
will eventually be occupied by the chairman, 
managing directors and managerial staff gen- 
erally, while the fifth will comprise the board 
room, committee rooms, ete. On the sixth 
floor there will be staff dining rooms, smok- 
ing rooms, kitchens, rest rooms, ete. When 
completed the building will be served by 


View or SPACIOUS BANKING HALL AT NEw HEAD OFFICE OF THE MIDLAND BANK, LTD. OF LONDON 
as It Witt APPEAR WHEN COMPLETED 
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PuBLic I RUST OFFICE 
oF New ZEALAND 


Established 1872 and Guaranteed by the State 


Value of Estates and Funds under 
Administration on 3lst March, 
1927 — $205,217,615. 


The Public Trustee of New Zealand acts 
as Agent or Attorney of executors and ad- 
ministrators beyond New Zealand for the 
purpose of resealing grants of administra- 
tion or obtaining ancillary grants to en- 
able New Zealand assets to be dealt with. 

Trusts and Agencies accepted for in- 
vestment of funds in the Common Fund 
of the Public Trust Office. Capital and 
interest guaranteed by the Dominion of 
New Zealand. 

Full information gladly given by the 
Public Trustee, Wellington, New Zea- 
land, or the High Commissioner for New 
Zealand, 415, Strand, London. 


J. W. MACDONALD 
Public Trustee 


thirteen lifts and five staircases. The joint 
architects are Sir Edwin Lutyens, R. A., 
and Messrs. Gotch & Saunders, and the 
former is responsible for the design of the 
front elevations, the Banking Hall with mar- 
ble staircase, the safe deposit in the base- 
ment, the board room and the managerial 
offices. The design for the facade in Poultry 
has been on exhibition at the Royal Academy. 


IMPROVEMENT IN JOINT STOCK LAND 
BANK OPERATIONS 
A joint conference was recently held be- 
tween presidents of Joint Stock Land Banks 
and members of the Federal Farm Loan 
Board which yields promise of marked im- 
provements in operation. The atmosphere 
of the conference was encouraging and close 
cooperation between the Joint Stock Land 
Banks and the Farm Loan Bureau may con- 
fidently be looked for in the future. The 
Association of Joint Stock Land Banks has 
been reorganized and the board of directors 
will consist of the head of one bank in each 
of the twelve Federal Land Bank Districts 
and three directors at large. A. W. Hen- 
drick, president of the California Joint Stock 
Land Bank, was elected president. 
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DIRECTORS 
KNOWN and RESPECTED 
THROUGHOUT 
THE BANKING WORLD 


AND 


RESOURCES OVER 
$22,000,000 


CAN YOU FIND BETTER 
RECOMMENDATIONS FOR 
YOUR CORRESPONDENT ? 


THE PLAINFIELD 
TRUST COMPANY 
PLAINFIELD, N. J. 
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New Orleans 
XXIX 


Portland Cement 


The manufacture of cement is a 
logical industry for New Orleans as 
the principal raw materials, lime- 
stone, clay, and gypsum, are ob- 
tained near the city. The above 
plant, occupying 15 acres on the 
New Orleans Industrial Canal, has 
an annual capacity of 3,000,000 bags, 
most of which finds a market locally. 


Hibernia Bank & Trust Co. 


New Orleans, U.S.A. 








REMINISCENT OF WARTIME DAYS AND A FAVORITE RENDEZVOUS FOR BUDDIES OF THE AMERICAN 


LEGION DURING THEIR RECENT VISIT TO PARIS WAS THE “BANK UNDER CANVAS” 


PROVIDED AT 


HEADQUARTERS BY THE PARIS OFFICE OF THE EQUITABLE TRUST COMPANY OF NEW YORK 
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IMPORTANT MERGER IN SAN DIEGO 


A $26,000,000 bank merger was consum- 
mated in San Diego, Cal., recently, when the 
First National Bank and First Trust & Sav- 
ings Bank were combined under the new 
name of the First National Trust & Savings 
Bank of San Diego. F. J. Belcher, Jr., who 
was elected president of the institution, is a 
member of the board of directors of the Los 
Angeles branch of the Federal Reserve Bank, 
a former member of the Executive Council 
of the American Bankers Association, and 
past president of the California Bankers As- 
sociation. Lane D. Webber, vice-president 
and trust officer, is a member of the Execu- 
tive Council of the American Bankers Asso- 
ciation and of the California Bankers Asso- 
ciation, and has been chairman of the Trust 
Company Section of the latter association. 
Both officials have received many congratu 
latory letters on their success in 
the two banks under one head. 

The First National Bank was the oldest 
bank in San Diego, having been founded in 
1883, and held the largest deposits of any 
bank in that city. The First Trust & Sav- 
ings Bank was organized by First National 
stockholders about four years ago and had 
three prosperous branches in outlying sec- 
tions of the bay region. 


bringing 


F. J. BELCHER, JR. 


Who has been elected President of the First National 
Bank of San Diego, Cal. 
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SOUTH CAROLINA 


Specializing in Trust Company Service 


CHESTER D. WARD, 
Treasurer and Trust Officer 


MONTGOMERY TRUST CO. 
SPARTANBURG. S. C. 


The First National Trust & Savings Bank 
is controlled by local capital, has no branches 
outside the San Diego district, and no out- 
side affiliations. The directors are F. J. 
Belcher, Jr., D. F. Garrettson, C. 8. Judson, 
F. Strahlmann, Lane D. Webber, F. W. 
Stearns, F. M. White, Eugene Daney, C. W. 
McCabe, William Clayton, Perey H. 
win, H. L. Sullivan, W. H. 
Alexander Hamilton. 


Good- 
Hannam and 


The Bank of California, N. A., of San 
Francisco reports resources of $138,203,000 ; 
deposits $86,069,000 ; capital $8,500,000; capi- 
tal and surplus $9,056,959. 


LANE D. WEBBER 


Vice-president of the First National Trust & Savings Bank 
of San Diego, Cal., and who was also recently installed 
as a member of the Executive Council of the A. B. A. 
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37 Years 


of individual atten- 
tion in personal trust 
and banking business. 


TRUST COMPANY PAYS EMPLOYEES 
FOR SUGGESTIONS 

To stimulate employees to alertness in sug- 
gesting improvements in office discipline, ac- 
counting procedure, departmental relations, 
office economy and betterment of employees, 
the Union Trust Co., Detroit, has adopted a 
plan whereby suggestions are invited. Per- 
sons making suggestions are paid from $2 
to $5, depending upon the merit or value of 
the idea. A record sheet is maintained which 
lists acceptable suggestions and which en- 
ables the management to ascertain the em- 
ployees who really have the interest of the 
company at heart and are trying to render 
real personal service. 


J. E. McGuigan, trust officer of the Hum- 
boldt Bank of San Francisco, will be in 
charge of arrangements for the Pacific Coast 
Trust Conference to be held in that city next 
year. He is president of the Trust Compa- 
nies Association of Central California. 


Statement of the Ownership, Management, 
Circulation, etc., required by the Act 
of Congress of August 24, 1912, of 
TRUST COMPANIES, Published 
Monthly at New York, N. Y., for 


October 1, 1927 
State of New York bas 
County of New York . 





FULTON 
TRUST COMPANY 


OF NEW YORK 
149 Broadway 
Established 1890 

Member Federal Reserve System 


OFFICERS 
EDMUND P. ROGERS 


President 
CHARLES M. VAN KLEECK 
Vice-President 
ARTHUR J. MORRIS 
Vice-President 
PERCY W. SHEPARD 
Secretary 


JOHN A. MACK 


Assistant Secretary 


HAROLD P. SPURR 


Assistant Secretary 


Before me, a Notary Public in and for the 
State and County aforesaid, personally appeared 
rn A. anew who, on pa > rgd gon 
according to law, deposes and says that he is the An 
Publisher of TRUST COMPANIES and that the DIRECTORS 
following is, to the best of his knowledge and Said _ 
belief, a true statement of the ownership, manage- Lewis Spencer Morris, 
ment (and if a daily paper, the circulation), etc., Chairman 
of the aforesaid publication for the date shown in x ‘ 
the shove caption, required by the Act of August Lispenard Stewart 

4, , em ied in section , Postal Lawes an & s S. 7 
Regulations, printed on the reverse of this form, to Charles S Brown 
wit: | Robert Goelet 


1. That the names and addresses of the pub- Frederic de P. Foster 
lisher, editor, managing editor, and business Alfred E. Marling 


managers are: : “ 
Publisher, Chiistian A. Luhnow, 55 Liberty St., Howland Pell 

New York City, N. Y Charles M. Newcombe 
Robert L. Gerry 


Editor, Christian A. Luhnow, 55 Liberty St., 
Edward De Witt 


New York City, N. Y. 
John D. Peabody 


Managing Editor, None. 
Business Manager, C. D. House, 55 Liberty St., 
New York City, N. Y. +} M.V ‘1 
2. That the owner is C iarles M. ro Kleeck 
Christian A. Luhnow, 55 Liberty St., New York Stanley A. Sweet 
George F. Butterworth 
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- City, N. Y., Sole Owner. 
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“TRUST FUNCTIONS 


SIMPLIFIED” 





R. R, BIXBY 


Permits the reader, who is not a 
lawyer or thoroughly trained trust 
man, to quickly secure an accurate 
knowledge of trust service, which 
will enable him to understand clearly 
and discuss intelligently fiduciary func- 
tions. 


It is not written from the stand- 
point of the detail work of a trust 
department. 


But it does discuss the questions 
asked by bank customers about 
Trust Service. 

Explains the subjects asked about 
and gives the proper answer to these 
questions. 


TRUST CONSULTANT 


A Handbook on Trust Service 


107 pages, 51% in. x 8 in. 


Wills; testamentary trusts; guard- 
ianship of minors and incompetents; 
probate of wills; administration of 
the estates of persons dying intestate; 
private, living or voluntary trusts; 
life insurance trusts; escrows; deeds 
of gift; agency, custodian or safe- 
keeping accounts; trustee under bond 
issue; transfer agent; registrar; etc., 
are treated in such a clear, concise, 
easily understood manner, that there 
is no ‘‘mystery”’ left about them. 

A practical guidebook that you 
will read with intense interest and 
then keep handy for quick reference. 


Several hundred favorable comments about ‘‘Trust Functions Simplified”’ 
have already been received from prominent trust men. The following are typical 


of many: 


“I know of no source of information which so simply yet thoroughly covers 
the organization and service of a trust company as your publication.” 


“It is certainly boiled down to the tacts and covers trust service.”’ 


“It should fill a very real need as a handbook on fiduciary service.”’ 


Hundreds of banks have ordered large quantities for all members of their 


staff, Board of Directors, and in many instances, for distribution to the At- 
torneys of their cities, and to give to prospective trust clients. 


Price $1.00 per copy prepaid 


It is requested that remittance accompany all orders for less than 5 copies. 


PUBLISHED AND FOR SALE BY 


R. R. BIXBY, inc. 


420 LEXINGTON AVE.., 


NEW YORK 


Specialists in Trust Department Operations 









ARTHUR B. CHAPIN ELECTED PRESIDENT OF AMERICAN 
TRUST COMPANY OF BOSTON 


Arthur B. Chapin has been elected presi- 
dent of the American Trust Company of Bos- 
ton, Russell G, who 
becomes chairman of the board after serving 
the company as president for twenty years. 
A new member been added to the 
board of directors, namely C. L. Stevens of 
the C. L. Co., consulting engineers 
and president of the Reed-Prentice Company 
of Worcester. 

The election of Mr. Chapin to the presi- 
dency follows upon sixteen years of associa 
tion with the American Trust Company as 
vice-president. He has held a number of 
important responsible public offices. 
Prior to coming to the trust company he 
was Bank Commissioner of Massachusetts 
and previously for five years served as State 
Treasurer of 


succeeding Fessenden, 


has also 


Stevens 


and 


His active aid 
also enlisted as a 


Massachusetts. 


and counsel was member 
of the commission which appraised the as- 
sets of the New Haven Railroad as 
the commissions which 


building of homes for 


well as 
investigated the 
workingmen and in- 
vestigating the five-mill tax on personal prop- 
erty in Massachusetts. In all these public 
offices Mr. Chapin rendered valuable public 
besides initiating and 


service, advocating 


RUSSELL G. FESSENDEN 


Who has relinquished the presidency of the American 
Trust Company of Boston to become Chairman of the 
Board of Directors 


important amendments to the savings bank 
and trust company laws of the 
wealth. 

Mr. Chapin 
Mass., in 1868, 


common- 


was born in 
educated in 


Willimansett, 
the Holyoke 
schools, graduated from Andover in 1887, 
and Amherst College in 1891. He was ad- 
mitted to the Hampton County Bar in 1895; 
Was city solicitor of Holyoke in 1896 and 
subsequently elected six successive terms as 
Republican mayor of Holyoke, a Democratic 
city. He is a trustee and member of the 
board of investment of the Boston Five Cents 
Savings Bank; director of Farr Alpaca Com- 
pany; director of R. H. 
trustee of Union Safe Deposit 
trustee of Andover 
He was formerly 
chusetts Bankers 
Was a 


Stearns Company ; 
Vaults, and 

Seminary. 
president of the Massa- 
Association. In 1925 he 
delegate to the Republican national 
convention which nominated Coolidge for the 
Presidency. 


Theological 


Mr. Chapin is the fifth president of the 


American Trust Company since its organiza- 
During the period of Mr. Fes- 
senden’s encumbency since 1907 the company 


tion in 1881. 


has 
have 


grown rapidly. Particularly successful 


been the operations of the trust and 


ARTHUR B. CHAPIN 


who has been elected President of the American 


Trust 
Company of Boston 
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transfer departments. The last published 
statement of the company shows total bank- 
ing assets of $30,329,000; deposits $24,786,- 
500; capital $1,500,000; surplus and undi- 
vided earnings of $2,751,000. The trust de- 
partment shows assets of $3,743,871, and the 
savings department $827,116. The main of- 
fice is in Faneuil Hall Square with the Bun- 
ker Hill Branch at Charlestown. 

Mr. Fessenden will continue active execu- 
tive duties as chairman of the board. He is 
president and member of the board of man- 
agers of the Boston Provident Association ; 
trustee of the Houghton & Dutton building 
trust; the Suffolk Savings Bank; Trimoun- 
tain Trust; and the Union Safe Deposit 
Vaults. He is also a member of the man- 
agers and finance committee of the Massa- 
chusetts Eye and Ear Infirmary and trustee 
of the North Bennet Street Industrial School. 


VALUABLE INHERITANCE TAX SERVICE 
FOR TRUST COMPANIES AND BANKS 
Beginning with this issue of Trust Com- 

PANIES, on page 615 there will appear a mem- 

bership list of the Inheritance Tax Attorneys, 

Associated. This list is composed of expe- 

rienced and carefully selected attorneys in 

the respective states who are qualified to 
represent or render efficient legal service to 
trust companies and banks in handling in- 
heritance or death tax adjustments in con- 
nection with the settlement or administration 
of estates and trusts. The value of his rep- 
resentative list is appreciated by all cor- 
porate fiduciaries who have had occasion 
to come in contact with the complex and 
multiplicity of requirements in the different 
states relating to inheritances and transfers. 

This association was organized some time 

ago by Joseph F. McCloy of the New York 
Bar, and a number of colleagues, in response 
to a well defined demand voiced by a num- 
ber of trust companies and banks to have 
available in each state the services of an 
attorney specially qualified and experienced 
in the field of death taxes. The need for 
such services is greater now than ever, fol- 
lowing the recent decision of the Court of 
Appeals in the Smith vs. Loughman case, 
which has produced a chaotic condition in 
the death tax laws of the various states. 
In the last analysis, no matter what efforts 
are made toward clarifying the death tax 
situation, nor what benefits may be derived 
from the extension of reciprocity, the estab- 
lishment of an agent for corporate fiduciaries 
generally located in each state can but serve 
to maintain and consolidate the improve- 
ments thereby gained. 


(The Mount Vernon 
Trust Company 


MOUNT VERNON, N. Y. 


The Largest Commercial Bank 
in Westchester County 


Resources over $19,000,000.00 


MAIN OFFICE: 
THIRD AVENUE AND FIRST STREET 


WEST SIDE OFFICE: 
MOUNT VERNON AVE. AND HIGH ST. 


EAST SIDE OFFICE: 
THIRD STREET AND FULTON AVENUE 


U. S. GOVERNMENT FUNCTIONS AS 
TRUST COMPANY 

It is not generally known that the United 
States Government, in at least two capaci- 
ties, functions as a trust company. One is 
the Library of Congress, Trust Fund Board. 
This was authorized by Act of Congress, ap- 
proved March 3, 1925, giving the Library 
Board power to take over personal property 
for the benefit of and in connection with the 
Library, its collections or its services, as 
may be approved by the Board and the Joint 
Library Committee of the House and Senate. 
The Government is also exercising trust 
functions under the conditions of the James 
Smithson will wherein this noted Englishman 
bequeathed what is now nearly $550,000 “To 
the United States to increase and diffuse 
knowledge among men.” This bequest was 
accepted by Congress and has founded the 
great Smithsonian Institution of today. 


Walter E. Henley, president of the Bir 
mingham Trust & Savings Company of Bir- 
mingham, Ala., is president of the local Com 
munity Chest campaign. 

H. L. Remmel, founder and chairman of 
the Bankers Trust Company of Little Rock. 
Ark., died recently after an extended illness 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
Edited by JOHN H. SEARS, member of the New York Bar and author of *“‘Trust Company Law”’ 


[LEGAL DECISIONS OF SPECIAL INTEREST TO OFFICERS OF TRUST COMPANIES WILL BE REVIEWED 


AND DISCUSSED IN THIS DEPARTMENT. 


CAREFUL ATTENTION WILL BE GIVEN TO QUERIES OF A 


LEGAL NATURE, ARISING OUT OF THE CONDUCT OF THE VARIOUS DEPARTMENTS OF TRUST COM- 


PANIES. 
OFFERED FREE OF CHARGE. ] 


DEFINING TRUST DEPOSITS 
(When bank receiving deposit for 
specific purpose will be regarded as trus- 
tee and will be liable for profits or in- 
come receiwed by it on the deposit.) 

The Central Trust & Savings Bank filed 
a bill of interpleader praying that appellant 
and one Dobrinsky be required to determine 
the ownership of $600 in the hands of the 
bank. Dobrinsky filed a disclaimer but the 
appellant answered and denied the right of 
the bank to be discharged upon depositing 
the $600 with the court and sought an ac- 
counting for a large amount of profits and 
interest which he claimed accrued from the 
$600 fund. It appeared that the appellant 
had contracted to sell certain land to Do- 
brinsky and appellant agreed to furnish an 
abstract showing merchantable title and 
$600 was deducted from the purchase price 
and deposited with the bank to secure the 
faithful performance of the agreement. In 
the appellant’s answer he alleged that the 
abstract had finally been prepared and had 
been accepted by the vendee and that the 
vendee no longer made any claim as to the 
money which was evidenced by his filing a 
disclaimer. Appellant further claimed in a 
cross-bill that the bank had earned large 
sums as interest and profits upon the $600 
while that sum was in the bank’s possession 
and that the bank should be regarded as a 
trustee of the money and should be required 
to account for the profits. The bank de- 
murred to the appellant’s cross allegations 
and the lower court sustained the demurrer. 

Held, that the demurrer should have been 
overruled. A bank receiving money to be 
held for a specific purpose becomes a trustee 
or agent of the fund received. A trustee or 
agent who receives earnings, profits or in- 
come from property held in trust must ac- 
count to the beneficiary for the same. By 
the demurrer the bank admitted that inter- 
est and profits had been received and though 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


there was no legal duty on the part of the 
bank to loan the fund and collect interest 
on it, if it did collect interest or profit it 
must account therefor.—Central Trust and 
Savings Bank of Geneseo, Ill. vs. Kincaid 
(47134) Appellate Court of Illinois, 2d Dist. 


CASH DIVIDEND ON STOCK HELD IN TRUST 

(Whether a special cash dividend on 
bank stock held in trust was payable to 
the life beneficiary or to the remainder- 
man. ) 

In this action an executor sought a declar- 
atory judgment for an adjudication as to 
who was entitled to certain dividends on 
bank stock held in trust. The testator had 
owned 70 shares of the capital stock of the 
State Bank and Trust Company, and in his 
will his wife was made the life beneficiary 
of the dividends on the stock and on her 
death the stock itself was to go to designated 
remaindermen. At the testator’s death the 
bank’s capital stock was $75,000, with a sur- 
plus of $10,400. Later the capital stock was 
increased to $100,000, and the surplus t» 
$20,000, but in 1925 the capital stock was 
reduced to $50,000 and a surplus of $50,000 
was set up. The $20,000 previously carried 
as surplus was set aside as a special divi- 
dend reserve. A reduction of the capital 
stock was carried into effect by exchanging 
one share of the new stock for two shares 
of the old, so the result is that the executor 
now holds 35 shares, instead of 70. The only 
question was whether the life beneficiary or 
the remaindermen were entitled to the divi- 
dend declared out of the $20,000 surplus. 

Held, that the life beneficiary was entitled 
to the dividends. All dividends of stock or 
declared out of earnings, whether ac- 
cruing before or after the inception of the 
life estate, are payable to the life tenants. 
It is true that the declaration of dividends 
in this instance operated to the disadvantage 
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Ancillary Service 


in Minnesota 


STATES needing probate or 

other attention in Minnesota 

will be economically and expertly 

managed by this 38 year old 

Trust Company. Let us handle 

your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


Formerly Hennepin County Savings Bank 
and Minneapolis Trust Comp any 


115 SOUTH FIFTH STREET 
511 MARQUETTE AVENUE 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 





of the remaindermen, but whether a large or 
small dividend should be declared is a ques- 
tion of business policy that addresses itself 
to the sound discretion of the directors, and 
their action is not reviewable by the courts.— 
Robinson vs. Robinson, et al (46471) Court 
of Appeals of Kentucky. 


EXECUTORS AND ADMINISTRATORS 
(Whether person acting both as execu- 
trix and trustee under will limited to 

amount of compensation provided in dill 

even though renunciation of that com- 

pensation has been filed.) 

Appeal by executrix from an order dis- 
allowing certain items in account. The will 
in which the appellant was named fixed the 
compensation of the “executor and trustee” 
at $30 per month. When appellant qualified. 
she filed a “Renunciation of Compensation 
Given Executrix by Will” and claimed the 
compensation provided by code. The code 
made provisions for renunciations and set a 
certain standard of compensation. Appellant 
performed valuable services in reducing the 
assets of the estate to cash, by completing 
building and selling real estate, and the 
statutory fees were sought. Respondent’s 
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contention that under the Code “where an 
instrument by which a trust is created fixes 
the compensation of the trustees, they can 
not claim a larger sum” and that appellant 
should be limited to the compensation pro 
vided in the will, was upheld in the lower 
court. 

Held, that the order disallowing the items 
of compensation should be reversed. That 
there is a great distinction between a “trus 
tee” and an “executor,” even though these 
offices are held by one and the same person, 
there can be no question. The rights and 
duties imposed upon one as executor are 
quite distinct from the duties as trustee. 
The powers and duties as trustee do not 
begin until as executor, the party has ceased 
to have control over the property. The serv 
ices rendered her were as executrix and not 
as trustee, and as a result of the renuncia 
tion allowed to an executor, appellant was 
entitled to the statutory fees.—Jn the Matter 
of the Estate of William Shaw, Deceased 
(46293) Calif. Dist. Ct. of Appeals. 


GIFTS INTER VIVOS 

Where decedent made deposits in a trust 
company payable to his children, a separate 
account for each child, payable to himself 
and a child named therein “as joint tenants 
payable to the survivor” and took the de 
posit books to his daughter’s home, told her 
“at any time you children want this money 
you can get it,” and at his daughter’s request 
placed the deposit books in his safe deposit 
box, of which his daughter had the keys, 
held that such deposits were gifts inter vivos. 
—McKenna vs. McKenna, Sup. Jud. Ct. Mass. 


UNIFORM AND BINDING TRUST RECEIPTS 
Difficulties are continuously arising be- 
cause of the varied forms of trust receipts 
that are being used in this country. The 
American Bar Association now has under 
consideration a proposed measure which it 
is hoped will be brought before the legisla- 
tures of the various states during the coming 
year. The adoption of this measure will 
pave the way for a uniform and binding 
trust receipt. The legislative machinery of 
the A. B. A. will be set in motion in coopera 
tion with the American Bar Association. 

Martin Luther Kirkpatrick, aged seventy- 
five, founder of the Provident Savings Bank 
& Trust Company of Cincinnati, Ohio, died 
recently. 

The Security Storage & Trust Company of 
Baltimore has been absorbed by the Century 
Trust Company of that city, increasing re- 
sources of the latter to $13,000,000. 
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WHY SOCIALISM DOES NOT FLOURISH 
ON AMERICAN SOIL 


(Continued from paje 557) 

Improved employment relations are one 
reflection of this new spirit of cooperation, 
Another has been the establishment of busi- 
ness codes and their enforcement. The whole 
process of eliminating waste through stand 
ardizing of dimensions, qualities of goods 
and business practice, is only possible 
through such cooperaton. These accomplish- 
ments involve not only the units of a given 
trade, but also cooperation between the many 
producing and consuming trades of a given 
commodity. Although there are still many 
wastes induced by destructive competition 
which need the searching activities of co- 
operation, the number of such associations 
is growing rapidly, resulting in greater econ- 
omy in production and consumption and like- 
wise eventuate in less costs to consumers. 


International Aspects of American Trade 
and Industry 

This great cooperative movement in a 
thousand directions also extends to foreign 
trade. The cumulation of these forces has 
increased our national efficiency to a degree 
which, if expressed statistically, would ap- 
pear as exaggeration. These are the reasons 
why we are able to sell goods of high quality, 
produced under the highest real wages in 
the world, in competition with goods pro- 
duced under lower standards of living. These 
methods are no secret. They are rooted in 
social conceptions which penetrate far deeper 
and which not only promise greatly for the 
future in our standards of living at home, 
but provide the basic assurance of our con- 
tinuing growth in foreign trade, both ex- 
ports and imports. 
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But we will not hold or gain in the world’s 
business by resting upon past accomplish- 
ment. We can hold it by increasing our 
effort in education, in the elimination of 
waste, improvement in transportation, by 
cultivation of scientific research, by constant 
scientific improvement in our business ad- 
ministration—both at home and abroad—and 
by real practical methods of introducing and 
selling our goods. 

I know of no better proof of sustained and 
increasing interest in foreign trade than the 
demands upon the Department of Commerce. 
In the year 1921 requests at all branches of 
the department for specific services by busi- 
ness men averaged about 15,000 per month. 
During the last year, 1926, they averaged 
more than 180,000 per month. No doubt part 
of this demand was due to the reorganiza 
tion of the department five years ago. 

International trade is not in any event a 
battle where the gains are made by losses 
of other nations. The only real gain is in 
world economic progress. Trade does not 
grow out of poverty—it grows out of increas- 
ing wealth. Recovered Europe, with stable 
currencies, is a Europe of increasing stand- 
ards of living and therefore a larger pur- 
chaser of all goods, including ours. 

ae ae a 

The Central Bank of India, Ltd., in its 
balance sheet of June 30,1927, shows total 
assets of 24,13,85,507 rupees, with subscribed 
capital of 3,36,26,400 rupees. 

A splendid tribute was recently paid Julius 
C. Peter, vice-president of the Detroit Trust 
Company, when he was elected secretary 
and treasurer of the Bankers Club of Detroit. 
The club, which is thirty years old, has a 
membership of 728 bankers. 
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The Kings County Trust Company offers to its Depositors every facility 
and accommodation known to modern banking. If you are not already avail- 
ing yourself of the advantages offered by this Institution, the Kings County 
Trust Company will be glad to have you open an account. 





Kings County Crust Company 


342 to 346 Fulton Street, Borough of Brooklyn 
CITY OF NEW YORK 











JULIAN P. FAIRCHILD... 


WILLIAM J. WASON, 


HOWARD D. JOOST....... 
J. NORMAN CARPENTER 
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.. Vice-President 


Officers: 


THOMAS BLAKE 

ALBERT I. TABOR.......... 
CLARENCE E. TOBIAS.. 
ALBERT E. ECKERSON 


. President 
Vice-President 
. Vice-President 






Trustees: 


KERWIN H. FULTON H. F. SCHARMANN 
JOSEPH HUBER LAURUS E. SUTTON 
JOHN V. JEWELL OSWALD W. UHL 
HOWARD D. JOOST 
HENRY A. MEYER 
CHARLES A. O’'DONOHUE 
THOMAS H. ROULSTON 


NELSON H. WRAY 


... Asst. Secretary 
...- Asst. Secretary 





JOHN T. UNDERWOOD 
WILLIAM J. WASON, Jr 


] Capital $500,000.00 


Undivided Profits $172,000.00 


Surplus $5,000.000.00 














EQUITABLE TRUST COMPANY EXPLAINS 
FUNCTIONS OF INSURANCE TRUST 
DEPARTMENT 


The recently organized life insurance trust 
department inaugurated by the Equitable 
Trust Department of New York has awak- 
ened wide interest among life underwriters, 
trust officers and attorneys, not to mention 
business men and others whom it is designed 
to serve in conserving insurance proceeds and 
creating estates. In response to this general 
interest the Equitable Trust Company has 
issued a booklet entitled “Insurance Estates 
—Creation and Management.” The test is 
in the form of questions and answers and 
the evident purpose is to present in readily 
comprehendable way with illustrative ex- 
amples from real experience, how life under- 
writers, trust officers and attorneys arrive 
on common ground through ceation of in- 
surance estates and how such trusts are 
managed and distributed. 

President Arthur W. Loasby, in a prefa- 
tory letter to life underwriters of Greater 
New York, emphasizes the possibilities and 
advantages of organizing estates during the 
premium paying period and enabling holders 








to visualize the management of their estates 


during their lives. Mr. Loasby also makes 
clear that the new department of the com- 
pany in no way attempts or proposes to en- 
croach upon the field of the underwriter. 

A group of about fifteen life underwriters 
representative of the larger producers and 
agency management met with President 
A. W. Loasby, Vice-president H. E. Cooper, 
Vice-president J. N. Babcock and E. M. Me- 
Mahon, insurance trust officer at the Bank- 
ers Club recently to complete the organiza- 
tion of the Underwriters’ Advisory Council 
of the Equitable Trust Company. 


sased upon first-hand study of investment 
trust procedure in Europe by H. Parker Wil 
lis, editor of the Journal of Commerce and 
former secretary of the Federal Reserve 
Board, the Investing Corporation of America 
has been organized in New York. 

Clarkson Cowl and John C. Martin have 
been elected trustees of the Equitable Trust 
Company of New York. The sum of $2,000,- 
000 was recently transferred from undivided 
profits to surplus, making total capital and 
surplus of $50,000,000. 


TRUST COMPANIES 


Empir 
Bond 


Give Guaranteed Safety 
and Pay 6% 


Of Every Empire issue is created upon 
this set of fixed standards: 


— Guaranteed by one or more strong surety 
companies. 


— Legal for trust funds. 


— Independently trusteed by a large bank or trust 
company. 


— Secured by a closed first mortgage on income- 
earning real estate in leading American cities. 


— Yield 6%. 


Make these strict requirements 
your own investment standard. 


Empire Bond & Mortgage Corporation 
National City Building, 42nd St. at Madison Ave., N.Y. 





NATIONAL BANK OF NEW JERSEY 

One of New Jersey’s most progressive 
banks is the National Bank of New Jersey, 
located at New Brunswick. The latest finan- 
cial statement shows resources of $16,783,- 
640, with loans and discounts of $10,646,155 ; 
U. S. bonds $574,774; other bonds and secu- 
rities $2,568,809; cash and reserves $2,484,- 
029. Deposits total $14,841,000; capital is 
$500,000; surplus $500,000, and undivided 
profits $652,052. 


CARLETON A. CHASE 

Carleton Austin Chase, president of the 
First Trust and Deposit Company of Syra- 
cuse, N. Y., and former president of the New 
York State Bankers Association, died recent- 
ly in Philadelphia. In 1920 he became presi- 
dent of the First Trust and Deposit Com 
pany, and was also president of the Bank of 
East Syracuse and of the Eastwood Bank. 
For five years he was a member of the New 
York Industrial Council and during the 
World War served as Fuel Administrator 
for Onondaga County, and also as a mem- 
ber of the Advisory Board of the State Labor 
Department. 


First bell guide post to be placed on El Camino 
Real, the beautiful highway which extends from 
San Diego in the South to Sonoma in the North, 
following the old trail of the Franciscan Fathers. 


OLD TRAILS 


& the padres blazed the 
trails which are the 
highways of modern Cali- 
fornia traffic, so the found- 
ers of this bank, more than 
two generations ago, estab- 
lished the policies which we 
follow today. As we go for- 
ward with the West, we 
are traveling old, familiar 
trails. 


Resources more than 130 millions 


MERCHANTS 
NATIONAL 


yy y TRUST and SAVINGS 
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Main Orrice 
240 Broadway 


E invite accounts of banks, corporations, firms 
and individuals, affording them in addition 
to every financing facility, the varied services of a 
banking and trust institution of international scope. 


Guaranty Trust Company 
of New York 


140 Broadway 


LONDON PARIS BRUSSELS LIVERPOOL HAVRE ANTWERP 
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New York 


MONEY SITUATION AND STOCK 
MARKET 


The high level of the stock 
composite result of three main influences. 
Funds for investment continue to press on 
the market in consequence of the rapid capi- 
tal accumulation which has been in progress 
in the United States since the revival of busi- 
1921. Despite narrow margins of 
profit, aggregate earnings have been high in 
many industries for a long time. Price 
advances as a result of these two conditions 
and the abundance of short-term credit be- 
cause of the comparatively limited borrow- 
ings for industrial and commercial purposes 
have inevitably led to speculative activity. 
It is a mistake to attach too much 
significance to stock prices. Wise executives 
will form their judgments as to production 
and sales policies not on the basis of stock 
market movements, but after careful study 
of the facts of physical supply and demand, 
which indicate a sound situation. 

Borrowings for crop moving and for indus- 
trial and commercial purposes definitely sea- 
sonal in character have expanded in accor- 
dance with their usual course. The outlook 
continues to be for money. The bond 
market continues to respond to the strength 
of investment demand. Legal rails, railroad 
bonds once regarded as second-grade, indus- 
trials, foreign bonds and municipals all have 
shared in the steady upward creep of prices 
which have been little affected by firm call 
money, heavy brokers’ loans and stock mar- 
ket uncertainty.—(From current 
sued by the National Bank of Commerce in 
New York.) 


market is the 
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FOREIGN LISTINGS UNDER NEW STOCK 
EXCHANGE RULES 

The action of the New York Stock Ex- 

change in opening its lists and trading fa- 

cilities to shares of foreign 

promises to result in a big 


corporations, 
expansion of 


es. 





trading. The first listing under these new 
rules are the American certificates represent- 
ing participation in a $25,000,000 note issue 
of the Deutsche Bank of Berlin, under agree- 
ment between Dillon, Read & Company, the 
Equitable Trust Company of New York and 
the Deutsche Bank and 50,000 shares of the 
Austrian Credit-Anstalt of Vienna, with 
Guaranty Trust Company as depositary. 

Conferences have been in progress between 
Stock Exchange authorities and representa- 
tives of New York trust companies aid 
banks to simplify procedure. 


CORNER STONE LAID FOR NEW CHASE 
NATIONAL BANK BUILDING 


The corner stone was recently laid for the 
new thirty-eight story building now in course 
of construction for the Chase National Bank 
of New York, occupying the entire frontage 
on Nassau street from Pine to Cedar. The 
ceremony was attended by senior officers of 
the bank and of the 
poration. 

In the absence of Albert H. Wiggin, chair- 
man of the directors of the bank, 
who is abroad, Reeve Schley, vice-president, 
and James T. New York, to whom 
the board of directors has entrusted the 
planning and erection of the building, placed 
in the cornerstone a copper box containing 
important and documents dealing 
with the history of the bank during its 
fifty years of existence. 


Chase Securities Cor- 


hoard of 


Lee, of 


records 


VOTE ON CHASE NATIONAL BANK 
CAPITAL INCREASE 


Stockholders of the Chase yote Noy. 28th 
on proposed increase in capital from $40,- 
000,000 to $50,000,000 and increase in shares 
of Chase Securities Corporation from 400,- 
000 to 500,000 shares. At the same meeting 
the stockholders will also vote on the pro- 
posed absorption of the Mutual National 
Bank. With the completion of these plans 
the capital, surplus and undivided profits of 
the Chase National organization will amount 
to approximately $105,250,000. 





704 TRUST COMPANIES 


SWOOP TWOP TWOP FOF FOF FOF TWF FOF FWWF DO FW OS 


THE NATIONAL PARK BANK 


of NEW YORK 
214 BROADWAY 
Park Ave. and 46th St. Seventh Ave. and 32nd St. 


CAe 


Uptown Offices: 


RICHARD DELAFIELD 
Chairman oj the Board 
CHARLES S. McCAIN 
President 
Maurice H. Ewer 
V ice- President 
Jay D. RIsING 
V ice- President 


CHARLES SCRIBNER 
V ice- President 


H. E. SCHEVERMANN 
V ice- President 


RALPH L. CERERO 
Vice-President 
HAROLD W. VANDERPOEI 
Vice-President 

JAMES BRUCE 
Vice-President 
Josern E. SILLimMan 
Assistant Cashier 
HAROLD M. TRUSLOW 
Assistant Cashier 
WALTER S. JELLIFFE 
Assistant Vice-President 


FREDERICK O. FOXCROFT 
Cashier 
KENLY SAVILLE 
Assistant Cashier 
CLauDE H. BEaATy 
Assistant Vice-President 
JOHN MATTHEWS, JR. 
Assistant Vice-President 
HENRY L. SPARKS 
Assistant Cashier 


WILLIAM A. MAIN 
Assistant Vice-President 
Witiiam C. MacAvoy 
Assistant Vice-President 
WILLIAM E. DouGLas 

Assistant Cashier 

Joun B. HEINRICHS 

Assistant Cashier 


BYRON P. ROBBINS 
Assistant Cashier 
STANLEY F. KeTcHAM 
Assistant Cashier 
GEORGE C. BRADEN 
Assistant Cashier 
WILLIAM F. Latus 
Assistant Cashier 


Louis H. OHLROGGE 
Assistant Vice-President 


WITT! 
RA she a 


eRe NET Ee ht 
Senha ree eee 


PD CARD CARD WHE CPW SD BRD APR 


* 
: 
: 
: 
: 
: 


CAPITAL, SURPLUS AND UNDIVIDED PROFITS - 


4 


$34,000,000‘ 





ELECTED VICE-PRESIDENT OF 
NATIONAL CITY BANK 


Ninian 8S. Marshall, for twenty-eight years 
identified with banking in the Far East and 
during recent years associated with the In- 
ternational Banking Corporation, has been 
elected a vice-president of the National City 
Bank of New York. Mr. Marshall will locate 
at the head office. During his years of serv- 
ice with the International Banking Corpora- 
iton, Mr. Marshall was at various times in 
charge of the branch offices of that corpora- 
tion located in Manila, Kobe, Hong Kong 
and Shanghai. Last January the Far East- 
ern offices of the International Banking Cor- 
poration were made direct branches. 

The National City Bank, since crossing the 
billion mark in resources, is making rapid 
strides and almost half way along to the two 
billion figure. The latest official statement 
shows aggregate resources of $1,460,814,000; 
deposits $1,087,239,000, with combined capi- 
tal, surplus and undivided profits of $144,- 
167,292. 

The National City Bank recently extended 
its branch banking system by opening 
branches at Canal street and Broadway and 
at Thirty-second street and Fourth avenue. 
Their opening will give the bank twenty-one 
branches in Greater New York. 


TRUST COMPANY NAMED UNDER 
LAVANBURG WILL 

The Central Union Trust Company of New 
York is named as co-executor and co-trustee 
under the will of the late Fred L. Lavanburg, 
a wealthy manufacturer and philanthropist. 
Probate of the will revealed that most of 
the estate of about $3,000,000, remaining aft- 
er munificent gifts to charities during his 
life, will be devoted to aid of betterment of 
housing conditions. To accomplish that pur- 
pose the Fred L. Lavanburg Foundation has 
been established, governed by designated 
trustees, and which began operations with 
$750,000 in 1926. Other bequests are for 
the Hannah Lavanburg Home for Immigrant 
Girls in New York, as a memorial to the 
mother of the testator who was unmarried. 
About $1,000,000 relatives, friends, 
business associates and employees. 

The Central Union Trust Company is also 
named as co-executor in the will of Harry 
Arnold Day, who died November Ist, leaving 
a large estate. Mr. Day was with the stock 
brokerage firm of W. S. Lawson. & Co. 


goes to 


The Hanover National Bank of New York 
reports resources of $236,946,000, with capi- 
tal, surplus and undivided profits of $31,- 
371,000. 
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In Keeping With the 
Sound Principles of Banking 


OR close on to three-quarters of a century the 
kK policy of the Corn Exchange Bank has been one 
of individual service to each of its customers and 
complete protection to their money. This individual 
service begins first with our Board of Directors and is 


made available to each customer through our Officers 
and Employees. 


Corn Exchange has always been a leader in adding 
those features of service which will be appreciated by 
its customers and in opening additional branches as 
fast as the growing needs of individual sections of our 
Greater City require superior banking service. 


These policies, which have won for Corn Exchange 
such a large number of satisfied customers, will be 
continued. New services will be added as required 
and additional Branches will be provided in other 
sections of New York as needed—but always in 
keeping with sound principles of banking. 


THE 
CORN EXCHANGE BANK 


64 Conveniently Located Branches to Serve You 





TRUST COMPANIES 


LIBERTY NATIONAL BANK OPENS DOWN 
TOWN BROADWAY OFFICE 

Spacious new offices and quarters were re- 
cently opened by the Liberty National Bank 
of New York at 50 Broadway, as the third 
link in the organization and to accommodate 
increasing banking well trust and 
transfer business in the downtown financial 
section. The lobbies and officers’ stations 
were thronged on the opening day when 
Chairman William C. Durant, the well known 
automobile manufacturer, and President 
Robert W. Daniel, with the staff of officers, 
greeted customers, friends and visiting no- 
tables from the financial section. About the 
same time the opening the advice ob- 
tained currency that the capitalization of 
the bank will be increased by the sale of 
15,000 new shares of stock at $200 a share 
which will increase combined capital and 
surplus from $2,000,000 to $5,000,000. Latest 
statements give the bank deposits of $16,- 
000,000, and initial deposits at the new down- 
town office will probably bring the next of- 
ficial figures close to twenty millions. 

The Liberty National organized by 
Mr. Durant along broad lines of service three 
years ago with main office at 256 West Fifty- 
seventh street. Subsequently a branch office 
was established at 150 Delancey street and 


as as 


as 


was 


the new office at 50 Broadway will give spe- 
cial attention to corporate trust as well as 
individual trust and banking services. In 
addition to Mr. Durant and President Daniel 
the official staff consists of Benjamin D. 
Lewis, vice-president; F. Waring Wilson, 
vice-president ; W. Irving Granville, cashier ; 
T. F. Perkins, Assistant Vice-President Olney, 
trust officers. 

T. E. Perkins, who was appointed trust 
officer of the Liberty National last year, has 
been promoted to assistant vice-president. 
He was formerly a district comptroller of 
the U. 8S. Shipping Board and has had a 
valuable experience in banking, accountancy 
and law. Mr. Perkins is succeeded as trust 
officer by Mr. Olney, for many years with 
the Empire Trust Company and foremost in 


developing educational work on trust busi- 


ness for the New York Chapter, A. I. B. 


President Luther D. Thomas of the Fidel- 
ity Trust Company of Detroit announces the 
promotion of Leverett D. Fitts to assistant 
vice-president. Mr. Fitts has been connected 
with the trust department. 

Deposits of the National Newark & Essex 
Banking Company of Newark, N. J., have 
increased over four millions since last June 
to the high point of $39,377,000. 


OFFICIAL “LINEUP” AT RECENT OPENING OF THE NEW 50 BROADWAY OFFICE OF THE LIBERTY 
NATIONAL BANK OF NEW YORK 
Lejt to right: W. Irving Granville, cashier; Benjamin D. Lewis, vice-president; W. C. Durant, 


chairman of board; Robert W. Daniel, 


president; 
Daly, member of Board of Directors. 


E. Waring Wilson, vice-president; C. F. 
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TRIBUTE TO LYMAN RHOADES 

Among the officials of the Equitable Trust 
Company of New York there is a modest man 
of whom the public rarely hears because he 
has been so absorbed for the past twenty- 
five years in helping to build the organiza- 
tion to its present giant proportions. His 
name is Lyman Rhoades, vice-president and 
trustee, who was the guest of honor recently 
at a dinner tendered by his associates and 
fellow trustees at the Metropolitan Club, to 
signalize his twenty-fifth anniversary with 
the company. He is the senior executive in 
point of length of service, preceding Chair- 
man Alvin W. Krech by one year. His par- 
ticular forte has been that of development 
and administration of the trust department. 
As member of the building committee he has 
handled all the mass of details in connection 
with the massive new building which now 
dominates the Wall street center and which 
will soon be ready in record time for occu- 
pancy by the Equitable. Mr. Rhoades came 
to the Equitable in 1902 as assistant secre- 
tary and by various grades became vice- 
president in 1912 and trustee in 1906. He 


also finds time to attend to other important 
business as well as philanthropic connections. 


LYMAN RHOADES 


Vice-president, Equitable Trust Company of 


New York. 


The Bankers Trust Company has been ap- 
pointed agent for the payment of Pacific Gas 
& Electric Co. first and refunding 4% 
cent series E bond coupons. 


per 
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BANK OF AMERICA ADVOCATES 
HAGUE RULES 

A commendable bit of disinterested pub- 
licity is the booklet issued recently by the 
Bank of America of New York urging adop- 
tion by American shippers and bankers of 
the Hague rules, as modified by the Brussels 
International Conference, codifying laws and 
practices of different countries relative to 
ocean transportation of goods and to estab- 
lish uniform codes as to ocean bills of lading, 
defining liabilities, rights and immunities. 
In a prefatory note President Edward C. 
Delafield states that these rules have re- 
ceived endorsement of leading banking and 
commercial associations, but that up to the 
present, little has been accomplished toward 
enlisting active cooperation of American 
bankers and shippers. 


FEES FOR CORPORATE FIDUCIARY 
SERVICE IN ENGLAND 

The nineteenth annual report of the Public 
Trustee of London, England, shows total of 
£200,000,000 in value of estate funds, trusts 
and lands under administration, yielding an 
annual income of approximately £10,000,000. 
The primary purpose for the establishment 
of the Public Trustee was to provide efficient 
and economical administration and perma- 
nency, especially in handling smaller estates, 
although the larger appointments are also 
gladly accepted. During the earlier years of 
the administration there was considerable 
delay in settlements which has been over- 
come by the introduction of improved meth- 
ods of accounting and the use of mechanical 
devices. Since the office was instituted, the 
number of cases accepted total 24,076, of 
which 7,247 have been completed, leaving 
16,829 under administration. The number of 
new cases during the last year was 1,052, an 
increase of eighty-seven over the previous 
year, the value of new business being £13,- 
810,000. Of the 1,052 new cases over 60 per 
cent were under £5,000 in value. 


CHATHAM PHENIX NATIONAL 
APPOINTMENTS 


Chatham Phenix National Bank and Trust 
Company of New York has been appointed 
trustee under indenture of mortgage of Peo- 
ples Gas and Fuel Co., Ine. securing an issue 
of $500,000 Five Year General Mortgage 7 
per cent Sinking Fund Gold Bonds; trustee 
under mortgage of the Dixie Gulf Gas Com- 
pany securing an authorized issue of $25,- 
000,000 First Mortgage 6% per cent Sinking 
Fund Gold Bonds; transfer agent of com- 
mon stock of the Columbia Investing Corpora- 
mon stock of the Columbia Investing Corp. 
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ADAPTABILITY OF LAWYERS MORT- 
GAGE COMPANY INVESTMENTS TO 
TRUST FUND REQUIREMENTS 
When charitable institutions, banks and 
trust companies are permitted by law, par- 
ticularly in New York State, to invest their 
funds in certain types of real estate mort- 
gages, there can be little question that such 
securities come up to the highest possible 
tests as to safety. When the guarantee pro- 
vision is added to payment of principal and 
interest, as in the case of the first mortgage 
certificates issued by the Lawyers Mortgage 
Company of New York, the investment 
pears to be well buttoned up against 
conceivable contingencies. 
offerings of the 
Company convey such 

over a long period of years. 
With the great 


ap- 
any 
The 
Lawyers 
assurance 


pe ssible or 
experience 
Mortgage 


and 


volume of real estate mort- 
investments flooding the market, much 
of the nondescript variety, it is wise for the 
investor to pay attention and to be guided 
by the procedure and safeguards which this 
company places around its offerings. There 
is the guarantee of principal and interest; 
the fact that its properties are confined to 
high grade New York City real estate; that 
loans never exceed 662-83 per cent of care- 
fully appraised value with average of 57 per 
cent; exclusion of property of speculative or 
transient 
and 


gage 


values and the backing of capital 
surplus of $17,000,000. In _ thirty-four 
years of operation no investor in these cer- 
tificates has ever lost a dollar, but on the 
contrary has had safe and excellent income 
compatible with safety. 


PROMPT ACCESS TO COURT DECISIONS 

3anks and trust companies, as well as 
lawyers, are obliged to keep a keen weather 
eye on court decisions affecting taxation and 
matters of fiduciary administration. Prompt 
attention avoids embarrassing situations, 
opens opportunities for refunds and expedites 
tax as well as estate settlements. Recog- 
nizing this need the Corporation Trust Com- 
pany of New York has given particular at- 
tention, in its tax and judicial service, to 
giving clients prompt advice as well as clear 
interpretation of court decisions, particularly 
as regards rulings handed down by the 
United States Supreme Court, as well as 


Federal and district courts. 


Hugh Blair-Smith, treasurer of the Ameri- 
can Telephone & Telegraph Company, has 
been elected a director of the Seaboard Na- 
tional Bank, New York. 
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Anticipating the 
Customers’ Desires 


Most banks do not 
wait for their customers 
to ask for checks on 
National Safety Paper. 
They supply them, be- 
cause they know that the 
visible protection and high 
quality of these checks 
are sure to meet with 


appreciation. 


George La Monte & Son 
Founded 1871 
61 Broadway, New York 


HARRY RASCOVAR 

The financial and investment community 
mourns the recent death of Harry Rascovar, 
vice-president and treasurer of the well 
known advertising firm of Albert Frank & 
Company of New York since 1917, and di- 
rector of publicity of the Investment Bank- 
ers Association of America since 1912. He 
commanded to a rare degree the confidence 
of important financial and investment or- 
ganizations. sorn in New York in 1872 he 
joined the staff of Albert Frank & Company 
at the age of thirteen with a salary of $2 a 
week and worked his way through various 
departments. When a young man he also 
worked as a ship news reporter and gained 
a wide acquaintance in steamship circles. Up 
to a year ago he was a director and treasurer 
of the Broad Street Hospital. He was also 
trustee of the Village of Lawrence, L. I., a 
director in the Peninsula Bank of Cedarhurst 
and identified with a number of other estab- 
lished enterprises. 


An impressive total of $501,336,000 will be 
available for distribution this holiday sea 
son by 8,000 banks and trust companies oper 
ating Christmas Savings Clubs. 
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CHATHAM PHENIX NATIONAL OPENS 
FOURTEENTH OFFICE ON FIFTH AVENUE 

Preliminary to formal public opening of 
the new branch office of the Chatham Phenix 
National Bank & Trust Company of New 
York at Fifth avenue and Fifty-fifth street, 
a luncheon was tendered at the attractive 
quarters to an invited list of representatives 
of business, trade and civie organizations. 
President Louis G. Kaufman presided and in 
the course of his remarks made the predic- 
tion that the time is not so distant as many 
surmise when because of shifting of impor- 
tant financial interests, 
as well as increased conjestion will cause the 
financial center of New York to gravitate 
from the sacred purlieus of Wall Street to 
within the range of the “Fifties” on Fifth 
avenue. The concentration in the Grand 
Central Zone and upward seems to give sub- 
stance to this prediction. 

The new Fifth avenue branch of the 
Chatham Phenix National will comprehend 
all the well developed and closely-knit serv- 
ices provided at the main office and the other 
offices now numbering fourteen in all, includ- 
ing the main office. ‘The recent luncheon had 
as one of the speakers, W. Randolpph Bur- 
assistant federal reserve agent at the 
Federal Reserve Bank of New York, who told 
his hearers that of the aggregate of 84 bil- 
lions of bank deposits in forty-one principal 
countries of the world, the United States 
banks and trust companies hold five-eighths, 
or 52 billions. The Chatham Phenix, by the 
the first national bank in New 
York City to inaugurate branch office policy. 


as well as business 


gzess 


way, was 


DRAMATIZING TRUST SERVICE 

The Commercial Savings Bank & Trust 
Company of Toledo, Ohio, recently staged a 
dramatization of trust service before the Ro- 
tary Club of that city. Members of the staff 
were enrolled to take parts in a playlet en- 
titled “The Widow’s Inheritance,’ which, if 
it did not bring tears to the eyes of Rotari- 
ans, at least sent them home with some rath- 
er pertinent ideas as to the necessity of writ- 
ing wills and appointing capable executors. 
The Commercial also entertained recently at 
its annual dinner fifty members of the To- 
ledo bar. 


James Cox Brady, a trustee of the Central 
Union Trust Company of New York and iden- 
tified with prominent financial and industrial 
organizations, died recently at his home in 
this city. His father, the late Anthony N. 
Brady, was one of the organizers of the old 
srooklyn Rapid Transit Corporation. 


We Invite You 


to use our complete 
banking facilities to 
handle your Cleve- 


land transactions. 


“CentealBe 


Central National Bank 
of Cleveland 





WHERE THE MARINE TRUST COMPANY 
OF BUFFALO STANDS 


A recent compilation of the 100 leading 
banks and investment houses of the country 
participating in new bond offerings during 
the first nine months of the year, shows that 
the Marine Trust Company of Buffalo stood 
thirty-fifth in the list with participation in 
offerings of $185,515,000. As the largest bank 
or trust company in the Empire State, out- 
side of New York City, the Marine occupies 
the twenty-third place among the largest 
banking institutions of the country in point 
of resources and is steadily climbing up on 
closest running mates. From the trust de- 
partment angle the Marine enjoys fellowship 
with the biggest trust companies in the coun- 
try. 

One of the dynamic forces at the Marine 
supplementing the executive staff, is the or- 
ganization of junior officers and branch man- 
agers who get together twice a month to 
swap notes and put on additional voltage on 
salesmanship for the various departments. 
Another factor is the recognition accorded to 
faithful employees, as shown by the recent 
advancement of Walter V. Fox to assistant 
treasurer. 
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LOS ANGELES, CALIFORNIA 


California Trust 
Company 
629 SO. SPRING STREET 


“The Trust Company of the 
California Bank Group” 


Prompt, reliable service 
given to those requiring 
fiduciary or Trust facilities 
in this vicinity. 


Exclusively Trust Service, both 
Personal and Corporate 


Owned by 


CALIFORNIA BANK 


which with its affiliated banks has 
combined resources of over 


$117,000,000.00 


eee of the country langert bamhs har belt 
ete service inte the Life of Crenter New York 


Beery Offs Proraden Campane Bromimag barber 


———— es 
AMERICAN EXCHANGE 
IRVING TRUST COMPANY 





Graphic advertisement showing locations in 
Greater New York of the twenty-two offices of 
the American Exchange Irving Trust Company. 


AMERICAN FOUNDERS’ TRUST APPOINTS 
EUROPEAN REPRESENTATIVE 

To maintain direct contact with European 
investment markets, the American Founders 
Trust, fiscal agent for the International Se- 
curities Corporation of America and the Sec- 
ond International Securities Corporation, has 
appointed John Oliver Coff, its vice-president, 
as its permanent representative in Europe. 
Mr. Coff’s headquarters are in Paris, but he 
divides his time between the several Euro- 
pean financial centers. 

Mr. Coff’s work continues the policy of 
the American Founders Trust of operating 
abroad as well as in the United States and 
basing its purchases upon statistical analysis 
of securities in the different markets. The 
local organization of the trust will continue 
its study of foreign conditions and values. 

Mr. Coff was formerly general financial 
manager for Europe of the American Express 
Company and has been instrumental in build- 
ing up the latter company’s chain of banking 
offices there. He has spent a large portion of 
his active banking career in European coun- 
tries. 


GROWTH OF LIBERTY BANK OF 
BUFFALO 

Within the past two years the deposits 
of the Liberty Bank of Buffalo have in- 
creased from $47,007,000 to $64,490,000, a 
record which matches some of the best per- 
formances in New York State. The latest 
financial statement shows total resources of 
$77,275,690. Capital is $3,500,000; surplus 
$5,000,000, and undivided profits of $1,040,- 
896, besides reserves of $616,703. Several 
months ago George C. Kleindinst was elected 
president, succeeding the late John A. Kloep- 
fer and at the same time the election was 
also announced of S. Grove McClellan as 
trust officer. 


The recently organized International Ger- 
manie Trust Company of New York has also 
organized the International Germanic Com- 
pany, Ltd., to supplement financial and in- 
vestment operations of the bank. 

George V. McLaughlin, former New York 
Bank Superintendent and Police Commis- 
sioner of New York City, will assume his 
new office as president of the Brooklyn Trust 
Company on December 1st, relinquishing the 
office of executive vice-president of the Pos- 
tal Telegraph-Commercial Cable Company, 
but retaining a directorship in the Mackay 
Company. Edwin P. Maynard, the president 
of the Brooklyn Trust Company since 1913. 
becomes chairman of the board. 
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Prompt Attention 
to Your Chicago Business 


In every department, the Chicago Trust Company main- 
tains an organization trained to handle every item of out-of- 
town business with speed and accuracy. 


Let us exchange ideas on the various methods 
of handling this or that phase of trust service. 
It is a profitable practice and we should like 


to see it grow. 


CHICAGO TRUST COMPANY 


LUCIUS TETER, President 





JOHN W. O’LEARY, Vice-President 





GENERAL MOTORS’ 

General Motors has been the one 
particular star in the American industrial 
firmament during the present year, impart- 
ing support and encouragement to the vacci- 
lating sentiment of optimism. The recent 
declaration of an extra dividend by that com- 
pany reflects the record breaking pace both 
in earning capacity and production for the 
third quarter as well as for the nine months 
of the present year. Important items in 
the expansion of the corporation are over- 
seas operations with General Motor products 
now well distributed in all quarters of the 
The various subsidiaries contribute 
excellent statements also for the third quar- 
ter with output ahead of previous levels. 


EXTRA DIVIDEND 
bright 


globe. 


The report of the General Motors for the 
first nine months of 1927 net 
amounting to $1,028,131,492, crossing the bi! 
lion-dollar mark for the period for the first 
time in history and compare with $829,449,- 
652 for the first nine months of 1926. The 
net sales in the third quarter were the high- 
est for the period. 


shows sales 


Including the corporation’s equity in the 
undivided profits of subsidiary companies for 
the first nine months of 1927, the net profit 


Was $193,758,302, 
hary report. 

An interesting study of installment selling 
devices developed by General Motors will 
form a feature of the survey being completed 
by Professor Seligman of Columbia Univer- 
sity. It will show also the operation and 
experiences of General Motors Acceptance 
Corporation, the credit merchandising unit 
of General Motors. 

John J. Raskob, vice-president of General 
Motors Corporation, has been made a mem- 
ber of the executive committee of the Bank- 
ers Trust Company of New York. 

Fred J. Fisher, vice-president and director 
of the General Motors Corporation, has been 
elected a director of the National City Bank 
of New York. 


shown in the prelimi- 


as 


APPOINTMENT AT FIDELITY TRUST 
COMPANY 

The Fidelity Trust Company of New York 
announces the appointment of Manolo Wie- 
chers as assistant vice-president. Mr. Wie- 
chers has been associated with the National 
Commercial Bank & Trust Company of Al- 
bany, N. Y., as manager of their industrial 
department and he will continue his work 
along similar lines in Fidelity Trust Co. 
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Detroit Banks and Trust 


oe 
Companies are showing | Paid on 
the largest gains in de- | es f 
posits and earnings of any Cities Se rvice 
city in the United States. 
Complete information 


upon request. C O m m on 
522 Fifth Avenue, New York St O ck 


Tel., Vanderbilt 8177 
BUHL BUILDING, DETROIT 











On November 1, the 181st monthly 
a ; dividend was paid to the thousands 
BUILDERS OF THE TODD SYSTEM OF of investors located in every state 
CHECK PROTECTION who own Cities Service Common 


In 1899 two brothers, Libanus M. and Stock. 
Robert W. Todd began working on a check : 
protector. Their “plant” was a wood shed Net earnings of the Company be- 
business hind this 17-year-old security for 
had to be conducted on the basis of proceeds the year ended September 30 were 


and resources were so limited that 


of sales. Today the Todd Company operates the largest in its history—$30,588, 


two plants, one in Rochester, N. Y., and an- ooo, an increase of 38% over the 
other in Chicago, covering six acres. More previous year. 

than a million of the Todd protectographs aed ‘ 
are now used in sixty-four nations. The An investment in Cities Service 
latest achievement, the Todd Check Signer, Common stock at its present price 
is acclaimed everywhere as the most valuable will give you a net yield of over 
contribution in protecting and facilitating 814%. 

the writing of checks. Over 200,000 banks, 
trust companies and business houses use ——-—— Clip and mail the coupon --—— 
Todd Greenbae Checks which instantly flash aa 


the word “Void” when forgers or manipula- ° PATTY hert 
tors attempt to manipulate the supersensi- Henry, 14D ¥Y 


tized paper. & Co ny 
Libanus M. Todd is president of the Todd GO WALL ST. NEW YORK 


Company, also chairman of the National serieiaecias mn SA Afninciea cms 
Bank of Rochester, trustee Mechanics Sav- ; 
ings Bank, and director of Rochester Gas & Please send me copy of latest earnings 
Electric Corporation. George W. Todd is statement showing record net earn- 
treasurer of the Todd Company and also ings. 

director of the Lincoln-Alliance Bank; direc- 

tor Eastman Kodak Company and chairman 

of Stromberg-Carlson Telephone Manufactur- Name.... 

ing Company. 


Address. . 
The Hamilton Trust Company of Paterson, 
N. J., has absorbed the Totowa National (183C-34) 
Bank of that city, having capital of $200,000. : 


ee EEE 





TRUST COMPANIES 


hae the 
| facilities 


of NORTH AMERICA® 
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NOTABLE SCORE BY FIDELITY TITLE & 
TRUST COMPANY 
Conservatism, plus quality and progressive 
procedure, are elements which make for 
greatest advance in trust company manage- 
ment, as clearly shown by comparative fig- 
ures of the Fidelity Title & Trust Company 
of Pittsburgh. The best traditions of trust 
management are preserved at this institution. 
Since 1921 the trust funds held by the Fidelity 
have increased from an even $100,000,000 to 
$154,348,242 reported on October 31st of this 
year. This does not include $79,287,000 cor- 
porate trusts under mortgages. Added also 
to the totals are banking resources of $27,- 
867,532, with deposits amounting to $18,352,- 
979; capital $2,000,000; surplus $5,000,000 
and undivided profits $2,116,653. 


Aside from a number of important dis- 
bursements for charitable purposes, the New 
York Community Trust recently announced 
contingent bequests of $100,000 trusteed with 
the Chase National Bank, as a trustee under 
the provisions of the trust. 


713 


POLICIES OF THE UNITED STATES 
SHARES CORPORATION 

In view of the large number of investment 
trusts organized recently in this country it 
is necessary to distinguish in favor of those 
organizations which are governed by the best 
tests of investment trust financing and op- 
erating under trust indentures which afford 
every possible assurance of safety and re- 
sponsibility to certificate holders. The 
United States Shares Corporation represents 
the best type of management and of con- 
servative policy among American investment 
trusts. There are now outstanding common 
stock, bond trust, bank stock and Canadian 
bank trust shares of different series. The 
bank stock trusts consist of two series, one 
for the investor who desires larger income, 
the other who seeks larger appreciation. The 
holders of these certificates have proportion- 
ate interest in the shares of thirty of Amer- 
ica’s leading banks and trust companies with 
broad diversification and with not more than 
10 per cent of invested funds in the stock 
of any one institution. The Canadian bank 
stock trust shares are based on the stocks 
of nine of the foremost Canadian banks. 

The board of directors of the United States 
Shares Corporation cooperates with an ad- 
visory council of experts and accounts are 
audited monthly by Haskins & Sells. The 
board of directors consists of Chairman 
Travis H. Whitney, who is vice-president, 
Brooklyn-Manhattan Transit Company; Ja- 
cob C. Klinek, president, Kings County Sav- 
ings Bank; Herbert L. Rackliff, president; 
Walter Tallmadge Arndt, vice-president ; 
Robert S. Binkerd, vice-chairman, Committee 
on Public Relations of the Eastern Rail- 
roads; Leonard M. Wallstein, former Com- 
missioner of Accounts of the City of New 
York, and Robert Van Iderstine, president, 
Guardian Fire Assurance Corporation. 


FIRST. NATIONAL BANK OF BIRMING- 
HAM, ALABAMA 

One of the pillars of the banking South 
is the First National Bank of Birmingham, 
Ala., of which Oscar Wells, former standard 
bearer of the American Bankers Association, 
is president. The latest financial statement 
shows total resources of $5 includ- 
ing loans and discounts of § $29,113, 729, and 
cash resources of $13,848,244, Deposits to- 
tal $42,605,464, with capital of $1,500,000; 
surplus of $3,000,000, and undivided profits 
of $1,133,093. The trust department of the 
bank has had exceptional success under the 
management of Charles F. Zukoski, Jr., vice- 
president and trust officer. 
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Established 1851 


THE 


Hanover National Bank 
OF THE CITY OF NEW YORK 


CAPITAL - $5,000,000 
SURPLUS AND PROFITS $26,000,000 


Head Office Corner Nassau and Pine Streets 
Branch Offices 


135 WILLIAM STREET 874 BrRoaDWAY 224 West 47TH STREET 
97 WARREN STREET 136 East 34TH STREET 773 TuHrrp AVENUE 
260 West Broapway 596 SixTH AVENUE 151 East 79TH STREET 
402 Hupson STREET 220 SEVENTH AVENUE 


and Trust Facilities 


Banking 


- CONDITION OF GREATER NEW YORK TRUST COMPANIES 


American Exchange Trust Co 
American Trust Co 

Anglo-South American Trust Co.... 
Banca Commerciale Italiana Tr. Co. 
Banco di Sicilia Trust Co........... 
Bank of Athens Trust Co 

OT OS bo See 
Bank of Europe & Trust Co 

Bank of N. Y. & Trust Co 

Bronx County Trust Co............ 
Brooklyn Trust Co.. 

Central Mercantile Bank ‘Trust Co.. 
Central Union Trust Co 
Corporation Trust Co 

County Trust Co 

Empire Trust Co 


Equitable Trust Co................ ¢ 


Farmers Loan and Trust........... 
Federation Bank and Trust 

Fidelity Trust. . 

Fulton Trust 

Guaranty Trust Co 

Internat’! Accept. Securities & Tr. Co. 
Interstate Trust Co 

Kings County Trust Co 

Lawyers Trust 

Manufacturers Trust Co 

Midwood Trust Co 

Murray Hill Trust 

New York Trust Co 

Terminal! Trust 

Times Square Trust Co 

Title Guarantee & Trust 

Trust Co. of North America 

U. 8. Mortgage & Trust 

United States Trust Co 


Capital 


Surplus and 
Undivided 
Profits, 


Sept. 30, 1927 


$30,261,500 
3,783,300 
647,100 
1,802,500 
375,000 
509,500 
40,117,300 
728,400 
12,447,700 
910,000 
5,633,500 
2,088,300 
32,968,600 
139,100 
682,700 
4,456,600 
24,581,600 
21,264,500 
982,000 
3,389,600 
1,506,700 
33,657,100 
681,100 
1,524,800 
5,365,000 
3,551,000 
28,072,490 
524,100 
1,037,900 
23,085,100 
344,800 
513,500 
20,357,400 
231,800 
5,268,000 
20,960,500 


Deposits, 


Sept. 30, 1927 


$594,725,100 
54,531,700 
11,817,400 
12,240,800 
15,545,800 
2,991,000 
493,253,400 
14,133,000 
110,638,100 
20,476,600 
59,461,300 
49,495,500 
262,034,300 
166,000 
15,042,300 
65,019,100 
445,740,300 
147,506,900 
17,315,200 
52,902,000 
18,349,400 
629,601,100 
9,480,800 
26,307,900 
27,636,500 
21,309,800 
234,422,900 
11,557,300 
5,821,200 
280,159,700 
4,479,400 
6,019,200 
50,496,700 
3,971,900 
69,655,600 
65,604,000 


Par 


100 
100 


100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 
190 
100 
100 
100 
100 
100 
100 
100 
100 
100 
100 


Bid 
418 


920 
350 
670 
335 
1050 
315 
1250 


385 
435 
418 
660 


365 
500 
587 


"290 


2300 


765 
270 
270 
680 
250 
185 
765 
570 
2510 


2500 


fio 


2600 
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Philadelphia 


Special Correspondence 


WHEN TRUST COMPANIES AND LAW- 
YERS LABOR IN AMITY 

Relations between trust companies and 
lawyers in Pennsylvania deserve to be com- 
mented upon as affording evidence of more 
enlightened cooperation and regard for du- 
ties as well as rights belonging respectively 
to the performance of fiduciary and legal 
service. Sufficient time has elapsed since 
the adoption of a code of ethics by the Trust 
Company Section of the Pennsylvania Bank- 
ers Association in 1922 to confirm the wis- 
dom of such code as well as the wholesome 
results obtained. Experience of the past 
few years has demonstrated not only that 
observance of the code has served to elim- 
inate points of conflict or irritation, but that 
trust companies and lawyers may work to- 
gether for general betterment of fiduciary 
service and the interests of the trust client 
and beneficiaries. 

Operation of the code in Pennsylvania, as 
in other states, has shown conclusively that 
there can be no hard and unpliable rule of 
distinction as to where fiduciary and essen- 
tial legal duties begin or end. To say that 
the trust officer, in the daily performance 
of his duties, must be constantly on his 
guard to eschew legal service or refrain 
from giving legal advice, is an obvious ab- 
surdity. Such delicacy is neither practical 
or expected from members of the legal pro- 
fession, who know from experience that fidu- 
ciary work is a compound of administrative 
and legal duties. Neither the public or the 
cause of fiduciary administration would be 
served if trust officers were to be interdicted 
from giving their clients the benefit of their 
experience where problems of a legal nature 
are encountered. 

The Pennsylvania code has acquitted itself 
so successfully that it deserves to be recom- 
mended as a guide for corporate fiduciaries 
throughout the land. Fiduciary and legal 
work are clearly distinguished as for exam- 
ple in the following provisions: 

“A bank or trust company should not draft 
or prepare for another wills, agreements of 
sale, deeds or contracts or any papers or 
documents for use in court proceedings, er- 
cept when reasonable inquiry discloses that 
such party so requesting the same does not 
have an attorney, or except such drafting or 
preparation be at the request of and for 
approval by the attorney of such request- 
ing party or interested estate.” 

The code also provides that a trust com- 


The Franklin 
Fourth Street 
National Bank 


PHILADELPHIA 


1416-1418 Chestnut Street 
131-141 So. Fourth Street 
32nd St. and Lancaster Ave. 


Capital, Surplus and Profits 
$25,000,000 
J. R. McALLISTER 


Chairman of the Board 


E. F. SHANBACKER 
President 


pany or bank should not draft for another 
a deed of trust or mortgage to secure an 
issue of bonds; that a trust company or bank 
should not advertise that it will draw any 
above the aforementioned documents with- 
out the services of an attorney; that the 
trust company should not appear in person 
or of record in any court in any proceeding 
without representation of counsel. Other 
provisions safeguard the lawyer or counsel 
who has been previously retained in connec- 
tion with estates or trusts that come into 
the hands of trust companies. There is, 
however, a provision that a trust company 
or bank may assist and advise its customers 
in the matter of selecting counsel in cases 
where no counsel has already been retained. 


During the three months’ period ending 
October 5th, ten of the largest trust com- 
panies of Philadelphia reported increase of 
$24,138,000 in resources to aggregate of $527,- 
123,000; increase of $6,865,000 in undivided 
profits to total of $24,084,440, and with sur- 
plus accounts of $67,000,000. 

Directors of the Central Trust & Savings 
Company, of Philadelphia, have added $100,- 
000 to surplus, making that fund $1,700,000. 
























































































































































































































































Capital, Surplus and Profits 









The second largest merger operation in the 
Philadelphia trust company field was suc- 
cessfully consummated when the consolida- 
tion recently became effective which unites 
the Land Title & Trust Company, the West 
End Trust Company and the Real Estate 
Title Insurance and Trust Company under 
the new title of the Real Estate-Land Title 
& Trust Company. At special meetings of 
shareholders of the respective institutions 
on October 24th the merger plans were ap- 
proved. The consolidated company begins 
with total assets of over $76,000,000; capital 
$7,500,000 ; surplus and undivided profits of 
$15,000,000. The merger also results in ag- 
gregate trust fund holdings of approximately 
$127,000,000, and corporate trusts of well 
over $200,000,000. Another important feature 
is that the merger centralizes the most ex- 
tensive title insurance business formerly con- 
ducted by the Land Title and the Real Es- 
tate Title Insurance & Trust Company. It 
is announced that all title issued by the con- 
solidated company will be negotiated at the 
branch office which was the headquarters of 
the Real Estate Title Insurance & Trust 
Company at 517 Chestnut street and all set- 
tlements will be made at the main office in 
the Land Title Building at Broad and Chest- 
nut streets. 

J. Willison Smith, who was head of the 
West End Trust Company, is president of 
the consolidated company, and William R. 
Nicholson, who was president of the Land 
Title & Trust Company, is chairman of the 
board of directors. Francis A. Lewis, who 
was president of the Real Estate Title In- 
surance & Trust Company, will be a member 
of the directorate. 

The new official “line up” is as follows: 
J. Willison Smith, president; Edward H. 
Bonsall, vice-president ; Lewis P. Geiger, vice- 
president; Oakley Cowdrick, vice-president ; 
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Claude Simpler, vice-president ; 


Antrim H 


Jones, vice-president; Daniel Houseman 
vice-president; William 8S. Johnson, vic 
president and treasurer; Samuel L. Hayes, 
secretary; Francis T. Reinhart, assistant 
treasurer; J. H. Fairlamb, assistant treas 
urer; Frank G. Treston, assistant treasurer ; 
William J. Hamilton, Jr., assistant secr 
tary; LeFevre W. Downing, assistant secre 
tary; Raymond L. Hayman, assistant secre- 


tary; Harold L. McKaig, assistant secretary; 
Edward K. Merrill, assistant secretary. 
John M. officer: A. 


Strong is trust King 


Dickson, trust officer; Aaron L. Deeter, as 
sistant trust officer; John W. Brock, Jr., as 
sistant trust officer; Thomas Evans, assis- 
tant trust officer; S. Eugene Kuen, title 
officer; Pierce Mecutchen, title officer; Wil 
liam McKee, manager title department; 
Samuel Earley, assistant manager title de 


partment. 

The Bureau of Corporations, of the State 
Department, at Harrisburg, has granted a 
perpetual charter to the Land Title Building 
Corporation, of Philadelphia, the purpose of 
which is the purchasing, holding, leasing 
and selling of real estate. The incorporators 
are Henry B. Coxe, Jr., Charles I. Thompson 
and Allen Hunter White, all of whom are 
directors of the company. The company was 
organized to acquire title, in behalf of the 
stockholders of the Land Title and Trust 
Company, to the company’s extensive office 
building at the southwest corner of Broad 
and Chestnut streets, under the merger agree- 
ment embracing that institution and the 
West End Trust Company and the Real Es- 
tate Title Insurance & Trust Company. 





The banking firm of Drexel & Company 
of Philadelphia has taken possession of its 
new offices in the recently completed six- 
story building at 15th and Walnut streets. 
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Superior Transit Service 


Commerce Trust Company 
Capital and Surplus $8,000,000 


Kansas City 


TWO NEW VICE-PRESIDENTS AT 
GUARANTEE TRUST 

Directors of the Guarantee Trust and Safe 
Deposit Company recently elected two new 
vice-presidents. They are Laurence H. San- 
ford, who has resigned as treasurer of Con- 
goleum-Nairn, Ine., to re-enter the banking 
field, and Howard E. Young, who has been 
associated with the trust company for forty- 
six years. Mr. Sanford also has been elected 
treasurer of the company, a post heretofore 
held by Mr. Young, who will continue as sec- 
retary. Jason E. Delaney was elected as as- 
sistant treasurer of the company. 

Herbert W. Goodall, president of the Guar- 
antee, announced that the directors’ action 
is in line with an expansion policy decided 
upon by the board. This policy includes the 
establishment of a new uptown office for the 
company in Walnut street west of Broad 
street. This office was opened October 31st, 
and will handle central city business, dis- 
placing the branch at 1415 Chestnut street. 
The company’s main office is at 316-320 
Chestnut street, and it has also a branch 
office at 9 South Fifty-second street, West 
Philadelphia. 

Mr. Sanford graduated from Princeton in 
1915 and shortly thereafter became associat- 
ed with the commercial paper house of E. 





Naumburg & Company. He severed his con- 
nection with that firm to go with the First 
National Bank as an assistant cashier. He 
left the banking field in 1924 to become as- 
sistant treasurer of the Congoleum organiza- 
tion, later becoming treasurer of the com- 
pany. 

Mr. Young, who is widely known among 
banking officials throughout Philadelphia, be- 
came associated with the trust company 
through a connection he had with the Cen- 
tennial Exposition Association. From time 
to time he was promoted and in recent years 
has served the company as treasurer and 
secretary. 





REAL ESTATE TRUST COMPANY 
DIVIDENDS 

Directors of the Real Estate Trust Com- 
pany, of Philadelphia, declared semi-annual 
dividends which were payable November ist 
and distributed in accordance with the plan 
of distribution, dated April 19, 1923, as fol- 
lows: 3% per cent on the assented preferred 
stocks, 3% per cent on the assented common 
stock, 3 per cent on the non-assented pre- 
ferred stock and $2.14% per share on the 
non-assented preferred stock in full of all 
accumulations to date; also $1.27 per share 
on the non-assented common stock. 





Pe! nae od GaN 5 


2 eng an ln 








0, LR TS 


Nes 


loot oeeeteaeeepneendingeaderanamaaeentemetieatnamadsereemeeeeaealbeneaarranaatiets asta 


718 TRUST COMPANIES 


GERMANTOWN TRUST. COMPANY 

Recent statements of the Germantown 
Trust Company of Philadelphia have regis- 
tered substantial gains in banking and trust 
assets. The September 30th report shows 
banking assets of $25,703,707, including cash 
and in banks of $1,820,000; collateral loans 
$8,563,000; investments $14,431,000. Depos- 
its total $21,882,000, with capital of $1,120,- 
000; surplus $2,280,000, and undivided profits 
of $378,724. Trust funds, which are kept 
separate, aggregate $33,812,000. Besides the 
main office at Chelten and Germantown ave- 
nues, there are the Chestnut Hill office, the 
Logan office and the Pelham office. The com- 
pany has completed thirty-eight years of 
service and has attained an excellent record 
for fiduciary administration. 


CONSOLIDATION OF TRUST COMPANIES 
WITH NATIONAL BANKS 


Stockholders of the Bankers Trust Com- 
pany of Philadelphia approved on November 
18th an increase in capital from $2,000,000 
to $2,875,000 in carrying out negotiations for 
merger with the National Bank of Commerce. 
The present headquarters of the national 
bank will be maintained as a branch of the 
Bankers Trust Company. 

Another bank and trust company merger 
in Philadelphia is that of the Mutual Trust 
Company with the Union National Bank, the 
consolidated organization to be known as the 
Union Bank and Trust Company. Combined 
resources will be $36,000,000, and J. S. Mc- 
Culloch, head of the Union National, will be 
president. 


FRANKLIN TRUST COMPANY GROWTH 

Resources of the Franklin Trust Company 
of Philadelphia as of October 10th aggregated 
$44,530,738. Cash on hand and in banks 
amounted to $3,416,966; bonds and _ stock, 
$19,121,283; loans and investments, $21,508,- 
971; interest receivable, $225,815, and other 
assets amounted to $257,703. The Franklin 
Trust Company has capital of $2,000,000, 
surplus of $4,000,000, and undivided profits 
of $298,816. 

Frederick A. Downes, president of the 
Keystone Mutual Fire Insurance Company, 
has been elected a director of the Franklin 
Trust Company. 

The Franklin Fourth Street National Bank 
of Philadelphia reports resources of $149,- 
089,980; deposits $121,784,000; capital $6,- 
000,000; surplus $15,000,000, and undivided 
profits $4,030,034. 


Strategically located within 350 
miles of 35,000,000 peop!e; cen- 
trally located in New York 
State; home of the “First” 
since 1812. 


FIRST BANK & TRUST CO. 
UTICA, NEW YORK 


BUSINESS FORECAST BY FRANKLIN 
FOURTH STREET NATIONAL 

The following business forecast is given by 
the Franklin Fourth Street National Bank 
of Philadelphia in its Nov. Trade Trends: 

“Business records for early autumn re- 
flect an uneven situation, with some impor- 
tant lines more than seasonally backward, 
while others have moved forward encourag- 
ingly. In the main, the heavier branches of 
industry, such as iron and steel, automobiles 
and railroad equipment, have failed to make 
expected gains. On the other hand, textiles, 
cement, hide and shoe industries, agriculture 
and some retail channels have shown definite 
improvement. 

“It is apparent that a portion of the busi- 
ness of the first half of 1927 was done at a 
margin of profit so narrow as to leave an in- 
sufficient compensation for risk-taking and 
management. Accordingly, the current pe- 
riod in industry appears to be one of orderly 
readjustment to the conditions created by 
severe competition, price deflation and lower 
returns on capital.” 


The Second National Bank of Altoona, Pa., 


has obtained authority to perform trust func- 
tions. 





TRUST COMPANIES 
CONDITION OF PHILADELPHIA TRUST COMPANIES 


Aldine Trust Co 

American Bank & Trust Co 

Bank of North America & Trust Co.... 
Central Trust & Savings 

Colonial Trust Co 

Commonwealth Title Ins. & Trust Co.. 1 
Continental Equitable 

Federal Trust Co 

Fidelity-Philadelphia Trust Co 

Frankford Trust Co 

Franklin Trust Co.......... iekores’ 2,000,000 
Germantown Trust 

Girard Trust Co 

Guarantee Trust & Safe Deposit 
Industrial Trust 

Integrity Trust 

Kensington Trust 

Land Title & Trust Co 

Market St. Title & Trust 

Mutual Trust Co 


North Philadelphia Trust 
Northern Trust..... 
Northwestern Trust Co 
Penna, Co. for Insurances 


Real Estate Trust...... Pewee Rene as 
Republic Trust 

United Sec. Life Ins. & Trust 

West End Trust Co 

West Philadelphia Title & Trust 





PENNSYLVANIA BREVITIES 

Capital of the William Penn Title & Trust 
Company of Philadelphia has been increased 
from $350,000 to $500,000, 

Stockholders of the Oak Lane Trust Com- 
pany of Philadelphia will vote December 7th 
on a proposed capital increase from $500,000 
to $750,000, 

Samuel H. High has been elected vice-presi- 
dent and trust officer of the Jenkintown 
Bank & Trust Company, succeeding Israel 
R. Hallowell as trust officer. 

Capital stock of the Montgomery Trust 
Company of Norristown, Pa., has been in- 
creased from $500,000 to $1,000,000, with in- 
crease in surplus making combined surplus 
and undivided profits of $1,162,000. The 
company has trust funds of nearly seven 
millions. 

The newly organized Lansdale Title and 
Trust Company will open in January at Main 
and Broad streets, Philadelphia. Frank W. 
Weaver is president and C. Ray Swartley, 
secretary. 

The Bridgeville Trust Company of Bridge- 
ville, Pa., organized in 1902, recently com- 
memorated its silver anniversary with a re- 
ception in the new banking quarters. 


Surplus and 
Undivided 
Profits, 
June 30, 
1927 
$1,013,019 
691,175 
6,764,392 
1,782,619 
1,813,834 
4,752,385 
2,307,378 
450,539 
24,598,275 


Deposits, 


42,852,350 
11,475,074 
33,942,223 
11,277,537 
16,773,986 
5,980,813 
81,733,749 
9,617,762 
35,845,839 
21,534,344 
12,177,822 49,894,927 
1,636,084 
2,061,848 
4,164,397 
1,473,353 
13,824,506 
2,265,350 
784,939 
2,113,907 
1,128,141 
3,473,895 
1,348,962 
17,494,944 
9,124,368 
4,220,689 
1,464,213 
664,787 
1,256,017 
2,902,577 
1,033,154 


13,505,165 
10,014,910 
16,560,813 
9,467,610 
14,542,425 
11,277,631 
62,588,454 
15,317,581 
8,242,753 
6,828,923 
5,113,806 
6,594,766 
18,299,201 
8,832,061 


100 
50 
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The Union Trust Company of Lancaster, 
Pa., has been merged with the Lancaster 
Trust Company, giving combined assets of 
$20,000,000. 

The First National Bank of Conshohocken, 
Pa., has opened a trust department with 
Howard C. Pedrick as trust officer. 

Application has been made for a charter 
for a new trust company in Philadelphia to 
be known as the Bank of Italy & Trust Com- 
pany. 

The newly organized First National Bank 
& Trust Company has opened for business 
at Waynesburg, Pa., succeeding to the busi- 
ness of the defunct Citizens National Bank. 

The Comptroller of Currency has approved 
an application to organize the City National 
Bank & Trust Company, of Philadelphia, 
with $1,000,000 capital and $1,000,000 sur- 
plus. George E. Stauffer of Philadelphia is 
named as correspondent. He formerly was a 
vice-president of the Franklin Fourth Street 
National Bank. 


A special meeting of stockholders of the 
Northern Trust Company of Philadelphia 
was held October 27th to act on an amend- 
ment to the by-laws under which each direc- 
tor shall be the owner of at least $300 par 
value of the capital stock of the company. 



























































































































































































































































































































































TRUST 


Boston 


Special Correspondence 


EXPANSION OF TRUST BUSINESS IN 
MASSACHUSETTS 


While those trust companies and banks in 
Massachusetts which are giving due atten- 
tion to personnel and equipment in develop- 
ing their trust department business are mak- 
ing excellent headway and piling up increas- 
ing volume of fiduciary assets, the opportu- 
nity for further expansion in this field is 
unlimited. In Boston the trust companies 
which are most active in trust work have 
command of trust assets aggregating of Oc- 
tober 10th to a total of $401,871,000. This 
does not include a great volume of corporate 
trusts and it also leaves out of the picture 
the big accumulations of trust department 
business developed by national banks, such 
as the First National, the Atlantic National 
and the National Shawmut Bank. 

There is around half a_ billion 
trust department assets, exclusive of corpo- 
rate appointments, held by trust companies 
in Massachusetts. On the basis of wealth 
per capita and taxable returns, trust com- 
panies here ought to have many times that 
amount. The principal obstacle, namely the 
tenacity of the professional individual trus- 
and executor, is yielding, however, in 
New England to a more enlightened regard 
for the value of corporate fiduciary service. 
Indication of this is the recent organization 


probably 


tee 


of trust companies by two of the largest 
private banking houses in Boston, namely 


the Lee, Higginson Trust Company and the 
Peabody Trust Company, to assemble and 
develop fiduciary accounts which heretofore 
have been handled by firm members. What 
is needed also is a more sympathetic atti- 
tude from the courts and the legislators of 
Massachusetts toward their trust companies. 
In this city the bulk of trust business con- 
ducted by trust companies is confined to four 
companies. How they stand is shown by 
the following: 
Trust Assets 
Oct. 10, 1927 Dec. 31, 1926 
Old Colony Trust Co......$141,289,934 $133,953,015 


Boston Safe Dep. & Tr. 129,841,169 118,044,538 
New England Trust........ 97,425,606 106,587,114 
State Street Trust........ 24,329,550 20,873,693 


The remaining trust companies in Boston 
report_a total of $8,985,000, trust department 
assets bringing the total to $401,871,000, in- 
cluding $3,743,871 reported by the American 
Trust Company ; $3,529,000 by the U. S. Trust 
Company; $1,256,000 by Exchange Trust 
Company, and $295,875 by Liberty Trust 
Company. 


COMPANIES 









Capital 
$3,000,000 


Surplus 
$3,500,000 





Cordial Cooperation 


in handling Boston 

and New England 

| banking and fidu- 

clary matters with 

promptness and ef- 

ficiency is to be 
found at 


The STATE STREET TRUST 
COMPANY 


ALLAN ForBEs, President 
BOSTON, MASS. 








Member Federal Reserve System 








DEPOSIT GAINS BY MASSACHUSETTS 
TRUST COMPANIES 

The ninety-three trust companies in Massa- 
chusetts reported under date of October 10th 
substantial gains with resources aggregating 
$709,763,622. Demand deposits showed gain 
of nearly ten millions between June and Oc 
tober reports. Security holdings show in- 
crease of more than ten millions as compared 
with a year ago. 
Among Boston trust companies the Old 
Colony maintains a big lead with resources 
of $204,273,703; capital of $15,000,000; sur- 
plus $11,000,000, and undivided profits of 
$6,015,450. The State Street Trust Company 
follows with resources of $69,679,499, exclu- 
sive of $3,998,000 in the savings department 
and with capital of $3,000,000; surplus 
$3,500,000, and undivided profits of $401,427. 
The American Trust Company reports re- 
sources of over thirty millions, including 
savings assets; the Boston Safe Deposit & 
Trust Company $22,930,367, with capital of 
$1,000,000 ; surplus $3,000,000, and undivided 
profits of $1,062,833; the New England Trust 
resources of $27,464,000, and Liberty Trust 
resources of nearly fourteen millions, in- 
cluding savings assets with capital and sur- 
plus of $1,500,000. 
























NEW RECORDS 


To attempt to visualize the far-flung ac- 
tivities and the progressive policies which 
account for the successful march of the First 
National Bank of Boston requires a charting 
of world-wide routes. With all its varied 
functions there is, however, one feature 
which stands out among all others and that 
is the zealous fostering of financial, com- 
mercial and industrial interests peculiar to 
New England territory. If the spirit which 
obtains at the First National Bank does not 
preserve New England’s place “in the sun,” 
then the battle would be hopeless. 

Take first the record of the banking de- 
partment with its deposits of $346,624,911, 
revealing a gain of nearly forty millions 
since the first of the year, and resources of 
$441,479,000 showing corresponding expan- 
sion. Significant of trade promotion are 
the items of acceptances and foreign bills, 
the amount of acceptances executed standing 
at over twenty millions and of acceptances 
and foreign bills sold at over twenty- 
one millions. These bills and _  accep- 
tances bear the imprint of New England 
trade development nourished through the live 
branches of the bank at Buenos Aires, Ha- 
vana and through European offices or repre- 
sentatives. The list of directors of the 
bank and their connections furnishes a cross 
section of leading industrial, trade and finan- 
cial enterprises of New England. Through 
its securities organization the First National 
group furnishes the sinews for some of the 
biggest enterprises and gives encouragement 
to new as well as established organizations. 

The trust department of the First National 
is one of the most successful and active in 
the country. It was among the first to launch 
into this field after the Federal Reserve ex- 
tended authority to national banks and the 
First National has been exceptionally fortu- 
nate in the type of men who have directed its 
individual and corporate trust business. 


The Malden Trust Company of Malden, 
Mass., reports resources of $9,519,000; de- 
posits $8,699,121; capital, surplus and undi- 
vided profits of $743,834. 

Arthur W. Johnson has been elected assis- 
tant manager of the foreign department of 
the National Shawmut Bank, Boston. 

The United States Trust Company, Boston, 
has declared a stock dividend of 100 per cent. 

Almon B. Thorn has been appointed an 
assistant treasurer of the State Street Trust 
Company of Boston. 


TRUST COMPANIES 
FIRST NATIONAL OF BOSTON SCORING 





Co y, 4 ¥ N 

~ =RICHMOND. VA.=— 
CAPITAL STOCK $1.000.000 
SURPLUS (earned) $1,500,000 
HELD IN TRUST $30,000,000 


STRICTLY A FIDUCIARY INSTITUTION 


BOOK VALUE OF STOCK $275 sBiD FOR STOCK $500 






























ROGER PIERCE ASSUMES PRESIDENCY 

OF NEW ENGLAND TRUST COMPANY 

As newly elected president of the New 
England Trust Company of Boston, Roger 
Pierce, who has been vice-president since 
1919, assumes direction of one of the pioneer 
trust companies of the United States which 
has closely adhered to so-called “old-line” 
policies. Mr. Pierce is eminently qualified 
to carry on the traditions and successful ca- 
reer of this trust company which began busi- 
ness in 1871 and administers trust assets of 
nearly 100 million dollars and with banking 
resources Of $27,464,000. 

Mr. Pierce succeeds James R. Hooper, who 
has been president since 1912. He is a grad- 
uate of Harvard of the class of 1904 and 
during the three years preceding his coming 
to the New England Trust Company he was 
secretary to President Charles W. Elliott of 
Harvard and to the Alumni Association. His 
duties also included management of the busi- 
ness and finances of the Harvard Medical 
School and the comptroller’s office. During 
his earlier business experience, Mr. Pierce 
was with the S. S. Pierce Co., one of the 
largest Boston mercantile houses, and later 
was with the well known publishing house 
of Houghton, Mifflin Company. 

Another executive change in the New Eng- 
land Trust Company is the election of Leon 
M. Little as vice-president and director in 
charge of the trust department. 


The Fidelity Trust Company of Portland, 
Maine, is meeting with tangible response in 
distributing a booklet entitled, “Solving the 
Problems that Confront Your Estate.” 

The Worcester County National Bank of 
Worcester, Mass., reports resourees of $36,- 
127,769; deposits $31,623,000; capital $1,875,- 
000; surplus and undivided profits $823,327. 
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MEETING OF CORPORATE FIDUCIARIES 
OF BOSTON 

Lively interest is manifested in the meet- 
ings and activities of the Corporate Fidu- 
ciaries of Boston. The program for the pres- 
ent season calls for a number of luminaries 
in the professional and trust field. The first 
meeting of the 1927-28 series featured Victor 
M. Cutter, president of the United Fruit 
Company as the speaker of the evening. His 
topic was “What My Executor and Trustee 
Should Expect from Me, and What I Expect 
from My Executor and Trustee.” The meet- 
ing was presided over by Waldron H. Rand, 
Jr., of the Atlantic National Bank of Boston, 
who is president of the association. He in- 
troduced as the “freshman member,’ Howard 
N. Flanders, president of the recently or- 
ganized Peabody Trust Company of Boston. 


MANAGING PRINCIPAL OF ESTATE 

Preoccupied business men who neglect to 
write wills or select executors wisely, seem 
to overlook the fact that their business and 
estates are vulnerable and liable to irrepar- 
able losses when they are no longer at the 
helm to replace capital or earnings. That is 
the text for a little printed homily recently 
distributed by the State Street Trust Com- 
pany of Boston under the caption “Maintain- 
ing the Principal of Your Estate.” Personal 
equation of desire to compliment a friend or 
relative often prompts appointment of an 
inexperienced individual executor, a choice 
that is likely to prove fatal these days with 
the great many varieties and pitfalls in se- 
lection of investments. 


Lincoln C. Andrews, former national 
director of prohibition, has been elected pres- 
ident of the Guardian Investment Trust of 
Hartford. 


Gen. 





TRUST COMPANIES 


ATLANTIC NATIONAL OF BOSTON 
INSTALL “NIGHT SAFE” 
The Atlantic National Bank of 
has installed at its Huntington avenue 
branch a “Night Safe” by which their clients 
may make deposits of currency or 
any time during the night or Sundays and 
holidays. The Atlantic National is the first 
Boston bank to provide continuous banking 
The is attached to the out 
side of the building, through which entrance 
is gained to a chute leading to the depositary 
safe protected by the bank’s burglar alarm 
system. Primarily the service is installed to 
meet the need of merchants, 
and others who have considerable 
taken in after banking hours. 


Boston 


coins at 


service. device 


business men 


money 


WACHOVIA BANK AND TRUST 
COMPANY 
As the largest banking and financial in 
stitution of North Carolina, the Wachovia 
Bank & Trust Company under the helmsman 
ship of Cc! F. H. Fries, 
356,069,000, 


has rolled up re 
exclusive of an im 
pressive volume of trust department assets. 
Loans and investments amount to 
000; U. S. Government securities $8,092,000; 
due banks $12,681,000.  De- 
posits amount to $50,349,000, showing a sub- 
stantial gain for the current year. 
is $2,500,000; surplus $2,000,000, 
vided profits $708,595, 
Announcement is 
Clark 8. 
pany, 
aker. Mr 


sources of 
$30,989,- 


cash and from 
Capital 
and undi 


the election of 
the 


George B. 


made of 
Starbuck as treasurer of 
the late Whit- 
Starbuck has had an unbroken 
connection with the Wachovia since 1909 and 
in 1918 was made assistant treasurer. 


com 


succeeding 


Harold A. Swett 
officer of the Fall 
Fall Mass. 


been elected trust 
National Bank of 


has 
River 
River, 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


American Trust Co 

i Le 
Bostou Safe Deposit and Trust Co. 
Charleston Trust Co 

Columbia Trust Co 

Commerce and Trust Co 
Exchange Trust Co 

Jamaica Plain Trust Co.. 
Liberty Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust Co. 

United States Trust Co 


$1,500,000 
1,500,000 
1,000,000 
200,000 
100,000 
750,000 
1,250,000 
200,000 
750,000 
1,000,000 
15,000,000 
3,000,000 
1,000,000 


Undivided Profits, 


Surplus and Assets, 
Trust Dept. 
Oct. 10, 1927 


$3,743,871.36 


Deposits, 
Oct. 10, 1927 
$24,787,702.93 
20,810,944,10 
17,754,999.49 
1,091,536.59 
992,042.36 
4,675,829.35 
7,693,309.88 
1,606,924.06 
6,739,183.58 
22,063,956.29 
159,145,932.79 
58,260,272.73 
10,669,240.40 


Oct. 10, 1927 
$2,751,719.45 
2,209,364.04 
4,062 ,833.20 
29,246.46 
149,185.08 
246,762.69 
1,268,512.06 
74,143.99 
761,267.52 
3,003,835.98 
17,015,450.52 
3,901,427.11 
2,943 232.87 


129,841,169.54 


159,894.08 
1,256,126.24 


295,875.07 

97 425,606.03 
141,289,934.18 
24,329,550.50 
3,529,628.33 
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Chicago 
Special Correspondence 
CHICAGO AS FINANCIAL AND 
INVESTMENT CENTER 

As the third largest money center in the 
world, exceeded in volume of financial opera- 
tions only by New York and London, Chi- 
developing a new consciousness. 
While conceding to New York the primary 
position in both domestic and international 
finance and banking, there is a growing senti- 
ment against permitting investment, stock 
trading operations and large corporation ac- 
counts to flow to New York which 
with more expansive facilities remain at 
home. Thus, there are numerous corpora- 
tions, operating in the Chicago district, which 
continue to make all their financial arrange- 
ments and payments through New York. This 
means loss of banking funds to Chicago 
banks. It also means that corporations, 
which draw their main support from this 
territory, utilize New York trust companies 
in creating financial obligations, in attending 
to their requirements for transferring and 
registration of stock and in other capacities. 

Chicago bank and trust company manage- 
ments feel that it is time to cast off the 
“inferiority complex” and to go after 
peration, investment and stock trading busi 
which may be just as well 
dated here as in New York. 
first stens in this program is the proposal 
to establish a money post on the Chicago 
Stock Exchange which will create freer flow 
of funds and loaning operations on easier 
terms. Another contemplated step is that 
of broadening the local market in stock and 
bond trading. This latter move is regarded 
as a logical consequence of the increasing 
volume of investments originating in Chi- 
cago as well as the growing demand for in- 
vestment securities. A third significant 
movement is the development of through bills 
of lading service as a feature of the growth 
of acceptance business. An increasing num- 


cago 1s 


might 


cor- 


hess 


accommo- 
One of the 


Copyright, 8. W. Straus & Co. 
industries and business enterprises 
maintain foreign divisions and stand in need 
of direct foreign banking service, 
already provided by some of our 
banks and trust companies. 

Not so many 
investment 
branches 
recent 


ber of 


such as 
largest 
years ago the 


bulk of local 
was conducted through 
Eastern houses. Within 
these branches have been re- 
placed, in the volume of transactions, by Chi- 
cago firms conducted by talent and 
financed with lecal capital. From the stand- 
point of corporate trust business a survey 
of the trust and transfer departments of the 
big trust companies of this city affords vis- 
ible evidence of the growth of this class of 
business and the excellence 
vided. 
Memberships on 


business 
of large 
years 


local 


of service pro- 
the Chicago Stock Ex- 
change have advanced around $8,000 of late. 
A movement is under way to list a 
number of leading Western railroad 


large 
stocks. 


Brokers say there should be a steady growth 
in investment buying in railroad stocks and 
bonds, as Chicago is the logical market. As 
a distributer of public utility securities, Chi- 
cago is credited with being the largest 
ket in the world in this specialty. 


mar- 


UNION TRUST COMPANY GAINS 

During the current year the Union Trust 
Company of Chicago has maintained earn- 
ings about equal to the splendid record made 
during 1926, with increase in aggregate re- 
sources of nearly $10,000,000, bringing total, 
as shown by the October 10th statement, to 
$96,088,705. The distribution of 
includes cash on hand and due from banks 
of $19,884,219; loans and discounts $62,643,- 
793: bonds and stocks $4,811,891; U. S. Gov- 
ernment securities $4,182,080; acceptances 
$2,075,523. Deposits total $84,374,586, in- 
cluding $53,183,388 commercial deposits ; $16,- 
390,000 due to banks: $9,856,854 savings, and 
$4,943,850 special deposits. Capital is $3,000,- 
000; surplus $4,000,000, and undivided earn- 
ings $753,700. 


resources 
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SECURITY TRUST COMPANY 


WILMINGTON, DELAWARE 


Member Federal Reserve System 


Executes Trusts of Every Description—Transacts a General Banking 
Business—Prompt Attention to Requests for Information and Assis- 
tance.—Correspondence invited. 


Capital, $1,000,000 Surplus and Profits, $1,400,000 


S. W. Corner Sixth and 
Market Sts 


OFFICERS 
JOHN 8. ROSSELL, President 
LEVI L. MALONEY, Vice-President 
CHAS. B. EVANS, Vice-President 
WILLARD SPRINGER, Vice-President 
HARRY J. ELLISON, Sec’y & Trust Officer 
THOMAS J. MOWBRAY, Treasurer 





BANK AND TRUST COMPANY MERGERS 
IN CHICAGO 


Current rumors, which have been promptly 
denied from official sources, associated the 
names of some of the leading banks and trust 
companies in merger projects. These re- 
ports were perhaps prompted by exceptional 
activity in the market quotations of a num- 
ber of bank and trust company shares. An- 
other reason was the announcement of plans 
for merger of the Standard Trust & Savings 
Bank with the National Bank of the Repub- 
lic and merger of Chicago Trust Company 
with the National Bank of Commerce. 

Following the recent physical merger of 
the Continental & Commercial National Bank 
with the allied Continental & Commercial 
Trust & Savings Bank there have been re- 
ports to the effect that the plan of combin- 
ing subsidiary trust institutions with na- 
tional banks under the more ample provi- 
sions of the McFadden Act, would be o9b- 
served also by other local organizations now 
operating under federal and state charters. 
Beyond this there is a possibility that the 
merger infection, which has been so _ pro- 
nounced in New York, Philadelphia and sev- 
eral other cities, will sooner or later result 
in consolidations during the coming year. In 
any event the banking fraternity seems to 
be sensitive to such rumors. 

In connection with the absorption of the 
Standard Trust by the National Bank of 
the Republic, the capital stock of the latter 
will be increased from $4,000,000 to $6,000,- 
000. Merged banks will operate under the 
name of the National Bank of the Republic 
and will occupy its building at La Salle and 
Adams streets. In addition to the $6,000,000 
sapital stock there will be about $5,400,000 
of surplus, undivided profits and contingent 
reserves. Total deposits will exceed $110,- 
000,000. John A. Lynch will be chairman 
of the merged institutions and David R. For- 


« 


gan and George Woodruff, vice-chairmen. 


CONSOLIDATION OF CONTINENTAL 
AND COMMERCIAL BANKS 

Consolidation of the present allied Con- 
tinental & Commercial National Bank and 
the Continental & Commercial Trust & Sav- 
ings Bank, which have been operating un- 
der national and state charters respectively, 
will become effective December Ist. The 
Continental & Commercial Bank & Trust 
Company, which will be the title of the 
united organization, will have resources of 
well over $600,000,000, constituting the larg- 
est bank west of New York. Capital will be 
$55,000,000, and surplus of $30,000,000, and 
undivided profits of $300,000. Issuance of a 
40 per cent stock dividend to stockholders of 
record November 20th, was authorized. 

The final financial statements issued by the 
two organizations before the merger becomes 
operative shows combined resources of $632,- 
403,762; deposits $547,049,408, and invested 
capital of over $71,000,000. The national 
bank holds resources of $518,924,000, and the 
state bank $113,479,450. 


DRAFTING LIFE INSURANCE TRUST 
AGREEMENTS 
The Chicago Title & Trust Company has 
met with a very favorable response in dis- 


tributing among members of the local bar 
and to its clients copies of a booklet entitled 
“Suggestions in the Drafting of Living Trust 
Agreements.” Special attention is given to 
devising proper forms of life insurance trusts 
recognizing preference of counsel for lead- 
ing life insurance companies for change of 
beneficiary rather than an assignment of the 
interest of the policy, which is met by sim- 
ply naming the trust company as beneficiary 
as trustee under agreement with John Doe. 
Attention is also directed to the preparation 
of forms which dispense with the necessity 
of submitting a copy of the trust agreement 
to the insurance company. Various clauses 
appropriate for use in the preparation of life 
insurance trusts are described in the booklet. 
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CHICAGO CLEARING HOUSE ELECTION 

Leroy A. Goddard, chairman of the board 
of the State Bank of Chicago, was elected 
vice-president of the Chicago Clearing House 
Association to fill the vacancy caused by 
the death of Ralph Van Vechten. Eugene 
M. Stevens, president of the Illinois Mer- 
chants Trust Company, was elected a mem- 
ber of the clearing house committee to fill the 


vacancy created by the death of John J. 
Mitchell. - ee 
Lucius Teter, president of the Chicago 


Trust Company, recently 
sago Mortgage Bankers Association on the 
subject, “The Attitude and Relationships of 
Banking Institutions Toward the Real Estate 
Mortgage Field.” 

Charles W. Johnson, formerly chief clerk 
and for many years identified with the cor- 
poration trust department, has been elected 
assistant cashier of the First Trust & Sav- 
ings Bank of Chicago. 

An intensive newspaper campaign to con- 
tinue for six months, has been inaugurated 
by the Chicago & Cook County Bankers As- 
sociation to promote public interest in be- 


addressed the Chi- 


half of outlying neighborhood banks and 
trust companies. 

Frank Deming Stout, president of the 
Missouri Southern Railroad Company and 


director of the Illinois Merchants Trust Com- 
pany, died recently, aged 73 years. 

B. P. Alschuler has been elected president 
of the Aurora Trust & Savings Bank, Aurora, 
Ill., in place of John L. Esser. 


Banks Capital 
oe a ner: 2,500,000 
Boulevard Bridge Bank................ 500,000 
Ey "Ee 6,000,000 
OEE Ee eee 2,000,000 
tContinental & Commercial Trust...... 5,000,000 
IN Ig Sra hieisin ng) 0-5, 5,0'0:4 008 . 350,000 
MI le ard Sola aes 0's 8's oe «i 7,500,000 
ET 
ES OS el ee 300,000 
OE RE ee ee ee 4,000,000 
Illinois Merchants Trust Co........... 15,000,000 
Mercantile Trust & Savings...... 600,000 
Northern Trust Co.. caswcees OOO 
Northwestern Trust & Savi ings. ae 
Peoples Trust & Savings............... 1,000,000 
Sheridan Trust & Savings.............. 1,000,000 
Standard Trust & Savings.............. 1,000,000 
State Bank of one a: Pea eel yah 5,000,000 
Union Bank.. ieenccaae Jee 
Union Trust len) Ne 3,000,000 
West Side Trust & Savings............ 700,000 
Woodlawn Trust & Savings............ 600,000 


COMPANIES 





725 


HISTORICAL EVENTS IN WORLD’S 
HISTORY 

The Service Station News is the title of a 
publication issued by the Continental and 
Commercial Banks of Chicago, of which H. 
Fred Wilson is editor, which presents each 
month a summary of the great historical 
events in world affairs. For December, for 
example, there is chronicled that greatest of 
events in the Christian era which is cele- 
brated on Christmas; promulgation of the 
Monroe Doctrine on December 2, 1823; im- 
prisonment for debt abolished in New York 
in 1818; peace treaty — in 1898 ending 
the Spanish-American war; death of George 
Washington on sarod: "16. 1799 ; first suc- 
cessful airplane flight made by Wright bro- 
thers in 1903; burning of Iroquois Theater 
in Chicago in 1903 and other happenings. 


Formation of a Chicago board for jurisdic- 
tional awards, composed of five members, to 
eliminate strikes of a jurisdictional nature 
and convince the public that construction 
may proceed without delay, is urged by the 
Cody Trust Company in their current month- 
ly review of Chicago building conditions. 

Earl M. Anderson has been elected vice- 
president and cashier of the new Belmont- 
Sheffield Trust & Savings Bank, Chicago. 

G. H. Campbell, formerly cashier of the 
First National Bank of Aledo, IIll., has been 
elected vice-president and trust officer of 
the First Trust & Savings Bank of Rock 
Island, Ill. 


CONDITION OF CHICAGO TRUST COMPANIES | 


Surplus and 


Undivided Profits, 


Oct. 10, 1927 


Deposits, 
Oct. 10, 1927 


Book Bid Asked 


$2,179,589.19 $30,045,288.42 187 322 326 
377,243.88 9,844,312.75 175 235 ‘xe 
4,973,960.81 99,296,601.10 193 465 475 
1,960,540.96 25,725,783.39 198 410 nae 
12,395,662.68 91,586,093.46 295 700 703 
639,226.43 7,485,033.59 283 400 pea 
12,500,455.55 110,992,048.54 370 848 853 
688,369.56 4,997,985.31 329 328 332 
459,016.86 2,850,440.81 253 310 a 
5,894,372.25 74,744,989.64 247 600 Te 
30,827,235.06 394,238,248.85 306 899 903 
434,859.95 10,743,472.05 172 305 310 
5,955,332.89 54,555,386.82 398. 740 760 
771,618.97 19,075,239.92 154 480 490 
768,367.84 22,685,013.65 177 510 na 
479,948.14 12,095,530.79 148 315 oe 
1,205,439.87 14,862,464.51 220 435 442 
8,018,565.11 61,319,014.89 260 585 590 
1,280,776.78 9,998,471.64 ee ay 2 
4,753,700.00 82,818,771.93 259 615 625 
358,070.33 13,525,498.27 151 280 290 
436,155.11 8,886,469.74 173 280 285 


*Formerly Greenbaum Sons Bank & Trust Company. 
+Central Trust Bank value does not include Securities Co. 
tStock owned by Continental & Commercial National Bank. Continental & Commercial Bank value 


ncludes Securities Co. 
**Stock os by First National Bank. 
Corrected by F 





. M. Zeiler & Co. members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


BANKING AND AGRICULTURE 

Appreciable improvement in the banking 
situation as evidenced by a marked decrease 
in number of bank failures in this and 
neighboring states, as well as a continuing 
rise in the general level of farm prices, are 
two of the most encouraging factors in the 
general business and banking outlook. The 
sessions of the American Bankers Association 
at Houston, Texas, revealed the strong sen- 
timent among bankers generally to put an 
end to elements of weakness which have been 
mainly responsible for the suspension of 
banks and losses to creditors. That this feel- 
ing has virile in Missouri is evident 
from the manner in which bankers cooperate 
with the state banking authorities, the re- 
straint on granting new charters, and the 
increased efficiency of bank supervision fol- 
lowing the broader authorizations conveyed 
by the last legislature. 


been 


Close attention is being given to the ex- 
periment at Fremont, Neb., where a joint 
plan of clearing house, credit bureau and 
official supervision of banks is being oper- 
ated. If the plan is successful, as it has 
every appearance of being, then similar or- 
ganization will be undertaken in various cit- 
ies in Missouri. 


FAVORABLE FACTORS SEEN BY M. E. 
HOLDERNESS 


As chairman of the Public Relations Com- 
mission of the American 
tion, M. E. Holderness, vice-president of the 
First National Bank of St. Louis, has main- 
tained touch with business and banking con- 
ditions. He 


Sankers Associa- 


says: 

“From the financial standpoint the outlook 
is encouraging, although does not 
expand in response to easy credit in the man- 
ner normally to be expected. Industrial 
profits for most will probably be 
slightly below those of last year. It appears 
that the is taking place gradually, 
however, and will be of modest proportions. 
Despite the spotty conditions of industry the 
fundamental situation remains sound since 
it is free from inventory inflation and most 
concerns are in a strong financial position. 
Improvement in the agricultural outlook is 
one of the outstanding constructive forces. 
Everything indicates that agricultural pur- 
chasing power will be larger than last year.” 


business 


concerts 


change 





Complete Trust Department 


Title Insurance 


Escrows 


We solicit your 
referred business. 


Capital and Surplus 
over $600,000.00 





Title and Trust 
COMPANY 


TITLE AND TRUST BUILDING ~ PORTLAND 
OREGON 


DEMAND FOR CORPORATION TAX 
REDUCTION 


One of the most 
vor of 


forceful arguments in fa 
reduction of the tax on corporations 
made before the Ways and Means Committee 
of the House at the Congressional hearing 
in Washington, that presented by Dr. 
W. F. Gebhart, vice-president of the First 
National Bank of St. Louis. He appeared 
member of the committee on 
taxation of the Chamber of Commerce 
in the course of his statement stressed the 
fact that practically every other type of tax 
payer has had reduction of taxes since the 
war-time peak corporations, 
are paying more than ever. 


was 


as a 


federal 
and 


except whien 


The newly opened St. Louis office of the 
First National Corporation of Boston is in 
charge of Willard T. Grimm, formerly asso- 
ciated with the Chicago office. 

The National Bank of Commerce in Bt. 
Louis reports resources of $95,801,000; de- 
posits $74,811,000; capital $10,000,000; sur- 
plus $3,894,544, and undivided earnings of 
$301,982. The allied Federal Commerce 
Trust Company has resources of $6,826,347. 
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THE OHIO SAVINGS BANK & TRUST CoO. 


TOLEDO, OHIO 


We invite correspondence from banks, trust companies and corporations desiring fiduciary or 
financial representation in this city. Prompt and efficient service, based on 
experience and thorough equipment 


Officers 


GEORGE M. JONES, President Rosert C. Dunn, Asst. Sec’y and Asst. Trust Officer 


EDWARD KIRSCHNER, Vice-President R. P. WHITEHEAD, Asst. Sec’y and Asst. Trust Officer 
—— P. gg eng, Mikey es merge and Trust Officer J, H, LocHsIHLer, Assistant Treasurer 

EYMOUR H., Horr, Vice-President : : 
Amoi F. MIrcHELL, Vice President JaMes W. EcKENRODE, Assistant Treasurer 


CHARLES A. FRESE, Treasurer ARTHUR W. WEBER, Assistant Secretary 
CLaupE A. CAMPBELL, Secretary Harry F. MAnor, Assistant Secretary 
Joun LANDGRAF, Assistant Secretary FERDINAND G. MEIER, Auditor 





ST. LOUIS UNION TRUST COMPANY the Field Artillery, Battery 8, before enter- 
ELECTS TWO VICE-PRESIDENTS ing the banking business. He is a director 
The St. Louis Union Trust Company, af- of St. Luke’s Hospital and treasurer of the 
filiated with the First National Bank in St. sarnard Skin and Cancer Hospital. He is a 
Louis, elected John R. Shepley and Erastus member of the St. Louis Country Club and 
Wells vice-presidents at the regular monthly the Round Table. 
meeting of the board of directors, held Erastus Wells was born March 7th, 1881, 
Thursday, October 20. soth men are well and graduated from Princeton University in 
known in St. Louis and prominent in busi- 1903. He erected the first apartment house 
ness and financial affairs. John R. Shepley in St. Louis and has been very active in the 
was assistant vice-president of the First Na- real estate business. He has also been ac- 
tional Bank, and Erastus Wells was vice-_ tively engaged in the Community Fund work. 
president and secretary of the Liberty Cen- In April he was elected by the beard of 
tral Trust Company. trustee of the Community Fund to the posi- 
Mr. Shepley was born September 27th, tion of chairman of that board. He has 
1894, graduated from Yale University in 1917. been president of the North Hills Country 
He served in the World War as Captain in Club for five years, and one of its organizers. 


JOHN R. SHEPLEY ERASTUS WELLS 


Newley elected Vice-president, St. Louis Union Trust Newly elected Vice-President of the St. Louis Union Trust 
Company Company of St. Louis 
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“he National Bank of Commerce is the Bank- 
ers’ Bank, centrally located in the United States, 


and serving for seventy years now an ever- 


increasing number of correspondents. 


Me, 
atio 


with which is affiliated the 


Federal Commerce Trust Company 


investments 


BANKER LONSDALE’S DIVERSIFIED 
TALENTS 

John G. Lonsdale, president of the Na- 
tional Bank of Commerce in St. Louis, unlike 
the prophet of old, is honored not only among 
bankers generally, but also in his own home 
town. His recent election as second vice- 
president of the American Bankers Associa- 
tion, which in the course of logical events 
will land him two years hence into the presi- 
dential chair, is a matter of satisfaction to 
his fellow bankers in St. Louis. Upon his 
return from the Houston convention he was 
obliged to conduct an old-time levee that 
recalled the days described by Dickens in 
Martin Chuzzlewit. 

There is probably not another banker who 
has so many diversified public and private 


An Advertising Service Department available 


without cost and helpful cooperation from all 
divisions of our bank for correspondents. If your 
bank does not have these facilities write us for 
free descriptive booklet. 


interests. But best of all he likes to be 
among his porkers, prize milchers and to 
woo nature close to the soil at his farm and 
country estate in St. Louis or the more spa- 
cious lands at Lonsdale Station, Arkansas. 
He can talk the farmer’s own language and 
that is these days a big asset to bankers in 
the Middle West and Mississippi Valley re- 
gion. 


2aul R. Miller has been appointed assis- 
tant trust officer of the Bank of Maplewood 
& Trust Company of Maplewood, Mo. 

Marvin A. Holderness, 
the First National 
been elected a 


vice-president of 
Bank in St. Louis has 
director of the St. Louis 
Chamber of Commerce. 


CONDITION OF ST. LOUIS TRUST COMPANIES 


American Trust Co 

Liberty Central Trust Co 
Mercantile Trust Co 
Mississippi Valley Trust Co 
North St. Louis Trust Co 
South Side Trust Co 


Surplus and 
Undivided 
Profits, 
June 30, 1927 
$630,067.51 
1,002,560.47 
8,583.523.47 
4,291,694.23 
105,234.08 
128,043.89 


Deposits, 
June 30, 1927 
$14,117,175.38 
35,062,282.00 
59,102,266.18 
38,906,368.52 

2,689,298.91 

2,623,583.49 
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CANDIDACY OF DALE GRAHAM FOR 
INSTITUTE VICE-PRESIDENCY 

While there is a healthy rather than ex- 
cessive growth of politics in the American 
Institute of Banking with a membership of 
57,000, the election of executive officials has 
invariably been determined by meritorious 
service. It is precisely because of such quali- 
fications that the St. Louis chapter and 
friends of Dale Graham, advertising man- 
ager of the Mississippi Valley Trust Com- 
pany, have urged his candidacy for national 
vice-president of the American Institute of 
Banking to be elected at the next annual 
meeting in Philadelphia. Since his candidacy 
was announced at the Detroit gathering the 
pledges have rolled in to the campaign com- 
mittee, headed by Byron W. Moser, president 





DALE GRAHAM 
Adqertising Manager, Mississippi Valley Trust Company 
of St. Louis, whose candidacy has been launched for 
Second Vice-president of the American Institute of Banking 


of the Security National Bank of St. Louis 
and former Institute president, have testi- 
fied to Mr. Graham’s strong following. 

Mr. Graham has been a true worker, not 
only in Institute affairs, but also in construc- 
tive banking movements. Probably no man 
has accomplished more than he has in en- 
listing banks throughout the country to 
adopt the service charge on unprofitable ac- 
counts. The influence of his writings and 
his activity as chairman of the committee 
on service charges of the Missouri Bankers 
Association have extended far beyond the bor- 
ders of that state. More particularly af- 
fecting Institute affairs, he has been a guid- 
ing force in national matters and particu- 
larly in connection with the St. Louis Chap- 
ter. He has been a member and chairman 
of numerous local and national committees, 
all of which demonstrated his earnestness 
and executive talents. 


ALABAMA’S OLDEST BANK 

The First National Bank of Mobile has 
worthily maintained its prestige through 
sixty-two years of continuous service as a 
national bank and as the oldest bank in Ala- 
bama. It came into existence at a time when 
the Civil War was raging and through the 
tragic years thereafter was ever a construc- 
tive force in the upbuilding of Mobile and, 
in fact, in the whole state. The statement 
of October 10th shows resources of $22,132,- 
582, embracing loans and discounts of $12,- 
749,000; U. S. Government securities over 
$1,000,000; other bonds and securities of 
$4,298,000; cash in vault and with banks and 
Treasury, $3,759,805. Deposits total $19,584.,- 
176. Capital is $300,000; surplus $1,600,000, 
and undivided profits $178,670. 


The East Pittsburgh Savings & Trust Com- 
pany, with resources of nearly $6,000,000, re- 
cently celebrated its twenty-fifth anniversary. 
At the anniversary dinner President P. W. 
Morgan announced an extra dividend for 
stockholders and a generous bonus for em- 
ployees. 





COMPARATIVE STATEMENTS OF WASHINGTON, (D. C.) 
TRUST COMPANIES 


Capital 
American Security & Trust Co...... . $3,400,000 
Continental Trust Co................ 1,000,000 
Merchants Bank & Trust Co......... 1,000,000 
Munsey Trust Co.................-- 2,000,000 
National Savings & Trust Co......... 1,000,000 
OO ee 2,000,000 
Washington Loan & Trust Co........ 1,000,000 


Figures furnished by The Washington Loan and Trust Co. 


Oct. 10, 1927 
$3,600,556.04 


Surplus and 
Undivided 
Profits, Deposits, 
Oct. 10, 1927 Par Bid Asked 
$30,842,276.65 100 465 466 


179,412.76 2,665,282.95 100 130 185 


359,022.96 9,166,580.02 100 153 155 
1,030,921.38 5,022,311.47 100 ... el 
2,732,058.32 11,197,430.99 100 530 575 


955,287.76 


8,511,065.23 100 *290 310 
2,293 ,422.85 525 


13,633,620.52 100 500 525 
*Extra Dividends 
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Cleveland 


Special Correspondence 


DISTRIBUTION OF OHIO’S BANKING 
POWER 

Ohio’s banking wealth is largely in the 
hands of trust companies and state banks. 
A comparison shows that the state chartered 
institutions have command of more than 
four times the resources held by national 
banks in Ohio. The latest compilation of the 
Superintendent of Banks places the total of 
trust company and state bank resources at 
the highest point on record with aggregate of 
$2,509,969,260, representing a gain of $6s8,- 
000,000 since June 30, 1927, and as compared 
with combined resources of Ohio national 
banks shown in the last annual report of 
the Comptroller of Currency amounting to 
$555,818,000, which have meanwhile shown 
some substantial gains. Deposits of the 
state chartered institutions total $1,940,914,- 
000, a gain of $64,000,000 since last June. 
Including all national, state banks, savings 
banks, trust companies and savings banks, 
the Comptroller’s summary of last year gives 
total banking power in Ohio of $3,055,640,000, 
which will doubtless show substantial in- 
crease When this year’s figures are cast up. 

Cleveland trust companies and state banks 
for the first time in their history have piled 
up resources to over the billion figure, the 
latest reports showing increase during the 
third quarter from $972,000,000 to $1,012,- 
000,000. Cincinnati state banks and trust 
companies report resources of $283,748,159; 
Toledo $209,000,000; Columbus $38,954,000 ; 
Akron $102,000,000, and Canton $51,219,000. 
Of the total deposits of all state institutions 
in Ohio there are $881,577,000, representing 
savings, and $560,878,000 individual deposits. 


WHERE CAUTION IS NECESSARY IN 
BUSINESS 

Surveying the cross currents in business, 
Vice-President Clay Herrick of the Guardian 
Trust Company of Cleveland, in the current 
review issued by that company, says: “Abun- 
dance of money and credit, low interest rates, 
large purchasing power, needed replacement 
of inventories in many lines and the sound 
condition of many industries are among the 
favorable factors. Conditions which suggest 
caution include the keenness of competition 
and narrowness of profits, the shifting chan- 
nels and customs of trade, the overexpansion 
of productive capacity, apparently heavy in- 
ventories in a few lines, the final effects of 
liquidation of real estate speculation and the 
unprecedentedly high prices and volume on 
the stock exchanges.” 


COMPANIES 





CLEVELAND TRUST COMPANY AS 
MECCA 


The Cleveland Trust Company seems to 
be a Mecca for bank and trust company men 
of inquiring mind from all parts of the coun- 
try who come to study the efficient depart- 
ment methods and policies upon which this 
company has thriven so successfully. But 
the list of visitors is not confined to bankers 
and trust company men, but also includes 
notables from this and foreign countries, as 
the last month’s guest book testifies. Among 
the distinguished visitors entertained by 
President Creech recently were the Rt. Hon. 
Reginald McKenna, chairman of the biggest 
bank in London, namely the Midland Bank, 
Ltd., and Henry M. Robinson, president of 
the First National of Los Angeles and a 
member of the Dawes Commission. Among 
out-of-town visitors were Eugene M. Stevens, 
president of the Illinois Merchants Trust 
Company of Chicago, and the vice-president, 
Sterling Cramer, and from New York, Harold 
H. Wells of the Chemical National Bank, 


HOW THE MIDLAND BANK MAINTAINS 
PROFITABLF, ACCOUNTS 

The almost universal lament among bank- 
ers regarding unprofitable accounts does not 
find any echo at the Midland Bank in Cleve- 
land. The president of that progressive in- 
stitution, D. D. Kimmel, is quite frank about 
it. He doesn’t want any unprofitable ac- 
counts and does not advertise for them, al- 
though many banks must perforce do so in 
conducting intensive thrift and savings cam- 
paigns. Mr. Kimmel goes on the practice 
rather than the theory that a bank obtains 
better results by impressing upon the pro- 
spective customer that his patronage is worth 
having rather than suggesting that he needs 
a savings account. “Those persons,” he says, 
“whose accounts are really desirable, wheth- 
er savings or checking, are perfectly aware 
of the advantage which such accounts confer. 
The Midland has consistently stressed the 
investment phases of savings accounts and 
of reserve accounts for business houses.” 

G. H. Allen is trust officer of the McDowell 
National Bank of Sharon, Pa., which has 
resources of over $8,000,000. 

The Freeport Bank and Trust Company of 
Freeport, Pa., has taken possession of its 
handsome new home which has been con- 
structed on classic lines. 

Negotiations are progressing for merger 
of the Title, Trust & Guarantee Company of 
Johnstown, Pa., with the Pennsylvania Trust 
Company. 


1. eh. 


"1 Joe 
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Business 
Banking 


the first 
of THE 
Miptanp Bank. 


—this is 
business 


Active and inactive 
accounts of banks and 
bankers, corporations, 
firms and individuals 
invited. 





Let us analyze your 
requirements. 
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ACTIVITIES AT UNION TRUST 
There 
at the 
land, 


ers of mi 


are always plenty of developments 
big Union Trust Company of Cleve- 
purely local concern and oth- 
re general interest. First there is 
the “Go-Getters” organization which enlists 
qualities of both officers 
and employees. Safe-deposit rentals is just 
the Another announcement 
of staff interest is the announcement by Pres- 
ident Nutt that a silver trophy 
awaits the Union who gets the high- 
est marks in banking, negotiable 
instruments, law and _ political 
with the A. I. B. 
standard certificate. There are no 
less than 700 Union Trust men and women 
enrolled in the local chapter. 

As a 
is the 
South 


George 


some oO1 


the salesmanship 


now objective. 
handsome 
Truster 
standard 

commercial 
economy in connection 
chapter 


matter of community interest there 
opening of the Pearl-State Office in 
Brooklyn early in December with 
Weckerling, assistant treasurer, as 
manager also of the West 25-Dennison Office, 
in charge. Of general interest is the fact 
that the Union Trust now has resources of 
more than 375 millions, with deposits of 324 
millions. 


NEW TRUST ASSOCIATE AT UNION 
TRUST COMPANY 


Forrest G. Fillman, former cashier of the 
Continental Bank, has accepted a position in 
the new business department of the Union 
Trust Company of Detroit. Mr. Fillman will 
specialize in investment trusts. He is partic- 
ularly fitted for this branch of service by 
reason of his long experience in investments, 
credits, and in the managerial work as state 
manager for the bond company of Tillotson 
& Wolcott of Cleveland. In addition to 
other connections, he was in charge of 
new business work for the First National 
Bank for several years. He is a graduate 
of De Pauw University and did post-gradu 
ate work in economics under Dr. David Fri 
day at the University of Michigan. 


his 
the 


Forrest G. FILLMAN 


Who has become associated th the New Business De- 
partment of the Union Trust Company of Detroit 


EXECUTIVE CHANGES AT COMMON- 
WEALTH TRUST OF PITTSBURGH 


Owing to the vacancy caused by the recent 
death of the president, A. J. Kelley, Jr., a 
number of important executive changes have 
been made at the Commonwealth Trust Com- 
pany of Pittsburgh. George D. Edwards, 
vice-president, has been elected president ; 
C. W. Orwig has been advanced to vice-presi- 
dent, and Howard Irish to second vice-presi- 
dent. John W. Herron remains as chairman 
of the board. 
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Pittsburgh 


Special Correspondence 
TEACHING INSURANCE MEN THE TRUST 
COMPANY GAME 

One of the handicaps encountered in se- 
curing effective cooperation between trust 
companies and life underwriters in fostering 
life insurance trusts is the lack of familiarity 
on the part of insurance men with the tech- 
nique and merits of trust service. The Peo- 
ples Savings & Trust Company of this city, 
headed by that zealous advocate of insur- 
ance trust protection, A. C. Robinson, has 
tackled this problem in a very practical. way. 
Following a recent dinner to local life in- 
surance underwriters it was announced that 
in cooperation with the University of Pitts- 
burgh a free course of instruction would be 
provided for insurance men on “Trust Func- 
tions,” and particularly to familiarize par- 
ticipants with insurance trust set-ups. The 
response was immediate. Fifty insurance 
men were enrolled and the applications be- 
came so large that the class was divided 
into two semesters. The instructor is Gwi- 
lym A. Price, trust officer of the Peoples Sav- 
ings & Trust Company. The plan is one that 
might profitably be adopted by trust com- 
panies in other cities. 


PITTSBURGH BANKING DEPOSITS 

Close to one billion deposits are shown in 
the combined statements of Pittsburgh na- 
tional banks, state banks and trust compa- 
nies. The national banks have $462,707,293 ; 
the trust companies $352,907,728, and the 
state banks $154,210,513. National banks 
have combined capital, surplus and undi- 
vided profits of $73,988,000; the trust com- 
panies $114,037,000, and the state banks $19,- 
019,000. 


PITTSBURGH BREVITIES 

John A, Fuhs has been elected president 
and George E. Meyers chairman of the board 
of the Dollar Savings & Trust Company of 
Pittsburgh, succeeding the late Henry Buhl, 
Jr., and Emil R. Baldinger. J. F. McCandless 
is vice-president, and Albert Bruggeman, sec- 
retary and treasurer. 

The Pittsburgh Trust Companies has paid 
in dividends the sum of $7,853,000 to its 
stockholders since organization. 

The Commonwealth Trust Company of 
Pittsburgh shows in its trust departments 
$23,800,000 in funds and corporate mortgages 
of $15,544,000. 

An increase of $4,400,000 in deposits is 
shown by the Peoples Savings & Trust Com- 


PITTSBURGH 


FIDELITY TITLE ANDIRUST CO. 


341-545 FOURTH AVE., PITTSBURGH. 
ESTABLISHED > 1886 


CTS in all trust capac- 

ities. Trustaccounts 

managed aggregate more 
than $150,000,000. 


APITAL, Surplus and 

undivided profits 
more than $8,000,000. 
Handles checking ac- 
counts of corporations, 
firms and individuals. 


pany of Pittsburgh since the statement of 
last March. 

The Turtle Creek Savings & Trust Com- 
pany of Turtle Creek is now celebrating its 
silver anniversary. 


A. J. KELLY, JR. 

Without warning, A. J. Kelly, Jr., presi- 
dent of the Commonwealth Trust Company 
of Pittsburgh, was suddently stricken and 
died recently while in the conference room 
of the company with Chairman of the Board 
John W. Herron. His death came as a 
shock to his many friends and to his asso- 
ciates. Few men in Pittsburgh have been 
more active and useful in civic, financial, 
educational and kindred affairs in Pittsburgh. 
Born in Claysville seventy-one years ago, he 
early came to Pittsburgh, studied law and 
went with W. A. Herron & Sons, managers 
of the Schenley estate. He was a member 
of the first council under the present city 
charter and was chairman of its finance com- 
mittee. He was an organizer of the Pennsyl- 
vania Real Estate Association and was for 
many years on the city planning commission. 
From 1912 until his death he was active 
in the Pittsburgh real estate board. 
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Los Angeles 


(Special Correspondence 
STATE BANKING SYSTEM MAINTAINS 
PRESTIGE 
shift 
trust 


Despite the 
eral 


of the resources of sev- 
companies and state banks 
to the national column the state banking sys- 
tem of California continues in a robust and 
entrenched position. The merger of the Pa- 
cific Southwest Trust & Savings Bank with 
the First National of this city and the con- 
version of the Bank of Italy to national 
heavy inroads in total vol- 
ume of state banking resources, but the resi- 
due is still large enough to allay apprehen- 
sions. Moreover, there appears no further 
indication that the state banks and trust 
companies are considering nationalization. 
The seventeen state banks and trust com- 
panies now operating in Los Angeles have 
aggregate deposits of $422,976,700, represent- 
ing an increase of $5,516,000 over the June 
total and after deducting the deposits shift- 
ed to the Angeles-First National. The 
Security Trust & Savings Bank continues its 
premier position with deposits of $240,230,- 
850; the California Bank coming second with 
$89,699,236, and then follow in order the 


large 


charter has cut 


Los 


Citizens Trust & Savings with $52,791,120; 


Union Bank & Trust Company 
799,044; Pan-American Bank 


9SO, and others ranging less. 


with $17,- 
with $5,117,- 


MERCHANTS NATIONAL INCREASES 
DIVIDEND 

The stock of the Merchants National Trust 
& Savings Bank of Los Angeles has been in- 
creased to an $18 annual basis by the decla- 
ration of a quarterly dividend of $4.50 a 
share at the last meeting of the board. The 
stock has been on a $16 annual basis since 
last year, following the consolidation with 
the Merchants National of the Hellman 
Commercial Trust & Savings Bank. Presi- 
dent E. J. Nolan reported that the earnings 
of the bank have been satisfactory in the 
last quarter and justify higher rate. 

In 1924 the Merchants was paying an an- 
nual dividend of $10 a share, which was 
continued throughout 1916. In 1917 the 
regular dividend was changed to $8, but at 
the end of the year an extra of $2 was 
declared. This policy was followed until 
1924, when the regular dividend was in- 
creased to $12 a share. After the consoli- 
dation with the Hellman Bank the Merchants 
National declared an extra of $10 a share 
to equalize dividend payments, and placed 
the stock on a $16 annual basis. 


COMPANIES 


LOS ANGELES BANK INCREASES 
CAPITAL 


The directors of California Bank of Los 
Angeles at their meeting of November 2, au- 
thorized increase in capitalization from 
$3,500,000 to $4,000,000 by the issuance of 
$500,000 par value of new stock, of which 
$350,000 par value is to be offered to stock- 
holders at par in the ratio of one share for 
every ten shares now owned. The remain- 
ing shares of $150,000 par value are to be 
sold to officers (other than who are 
directors) to branch managers and de- 
partment heads at a price of three times 
the par value per share, payable in small 
monthly installments. 

Action was also taken to reduce the par 
value of the stock of California Bank from 
$100 per share to $25 per share. Present 
stockholders will receive four shares of the 
reduced par stock for each share of the stock 
now owned, and will be entitled to subscribe 
for an additional 10 per cent of their hold- 
ings at par. 


those 


also 


In speaking of this change in capitalization 
Andrew M. Chaffey, president, said: “This 
action of our board is timed to accomplish 
three primary things. First, an attractive 
distribution to the bank’s stockholders is 
provided, giving them the right to increase 
their present holdings by 10 per cent at a 
price very much below the current market. 
Second, we are enabled to reward and en- 
courage our younger men, who are coming 
along in the institution; and third, a reduc- 
tion in the par value of our capital stock 
places it as an attractive investment within 
the reach of many people.” 

Included with California Bank in the Cali- 
fornia Group are the National City Bank of 
Los Angeles, California Trust Company, Cal- 
ifornia Securities Company, California 
Group Corporation, Pomona Commercial & 
Savings Bank of Pomona, and the California 
National Bank of Beverly Hills, with com- 
bined resources of over $120,000,000. 

The fiftieth office of the California Bank 
was opened to the public recently and is lo- 
eated in the Security Title & Insurance 
Building at Sixth and Grand. In charge 
are F. M. Magee, junior vice-president, for- 
merly credit manager, assisted by W. J. Mur- 
ray, junior vice-president. 

One of the first banks to establish branch 
California Bank has over the past 
five years added thirty-one offices and main- 
tains at the present time five downtown 
offices, three on Spring street, one on Broad- 
way at Eighth and the office opened at Sixth 
and Grand. 


offices, 








E. G. MILLER ELECTED TO CALIFORNIA 
TRUST DIRECTORATE 

Edgar G. Miller, treasurer of the Southern 
California Edison Company, has been elected 
a director of the California Trust Company 
of Los Angeles. He is the son of John B. 
Miller, founder of Southern California Edi- 
son Company, and has inherited the financial 
genius of his father. It is in recognition of 
his ability that he has been elected to the 
directorate of cone of the divisions of Cali- 
fornia Group. California Trust Company is 
owned by California Bank and is one of the 
few trust companies doing exclusively a trust 
business. 

The personnel of the California Trust Com- 
pany board of directors includes’ several 
young and active business men of this city 
who have made their mark in the financial 
field and this board is looked upon as one 
of marked energy. The present board of 
directors of California Trust Company con- 
sists of Lewis E. Bliss, C. H. Burlingame, 
A. M. Chaffey, Jefferson P. Chandler, Leo 8. 
Chandler, Charles E. Donnelly, Godfrey Ed- 
wards, Zack J. Farmer, Claud Fisher, W. R. 
Fraser, G. Allan Hancock, Preston Hotch- 
kis, Geo. A. J. Howard, A. N. Kemp, Edgar 
G. Miller, Alan E. Morphy, W. J. Murray, 
Elvon Music, Eugene Overton, Lee A. Phil- 
lips, Moye W. Stephens, C. J. Thorson, Al- 
fred Wright and Gerald C. Young. 


























































































































Epcar G. MILLER 


Recently elected a Director of the California Trust 
Company of Los Angeles 
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San Francisco 


Special Correspondence 
NEW TENDENCIES IN BANKING 

One of the reactions in California to the 
organization of big statewide branch bank- 
ing organizations, such as the Bank of Italy, 
is the plan contemplated by independent 
banks outside of this city to form what in 
effect would amount to county branch bank- 
ing. The idea is for these banks to establish 
working connections which would enable 
them to provide facilities to match those of 
the large branch banks, namely, to operate 
joint trust and bond departments. 

Relative to the information of holding 
companies for banks, the California Super- 
intendent of Banks, Will C. Wood, says: 
“We find a tendency to substitute for in- 
dividual stockholders the holding company, 
and already our office has been pressed by 
people who have to do with banks, to ex- 
ercise something in the way of supervision 
of holding companies, as well as banks. The 
thought of those who have brought this mat- 
ter to our attention is that we should define 
more carefully stockholders’ liability with 
reference to holding companies.” 


GAINS BY CROCKER BANKS 

The Crocker First National Bank and its 
affiliated Crocker First Federal Trust Com- 
pany report combined resources of $120,- 
247,462; deposits $94,199,161; capital $7,500,- 
GOO; surplus $3,000,000, and undivided profits 
of $2,094,074. The surplus and undivided 
profits increased $624,000 during the current 
year. 

BANK OF ITALY CAMPAIGN 

The Bank of Italy has launched a cam- 
paign to increase its deposits to $1,000,000,000 
by May 6, 1930, the sixtieth birthday of A. 
P. Giannini, founder of the institution, The 
campaign will mean the signing up of mil- 
lions of customers and the obtaining of ap- 
proximately $400,000,000, or more than $100,- 
000,000 a year in new business. The man 
selected to lead the campaign is George A. 
Webster, vice-president of the bank and 
head of its Business Extension Department. 
It would not be too far amiss to say that 
the task has been given this able young 
banker and his lieutenants to promote the 
distribution of prosperity and progress 
throughout California. 





Total assets of Anglo-California Trust 


Company of San Francisco amount to $70,- 


942,511; capital stock, $1,500,000; surplus, 
$1,500,000; undivided profits $722,965. 
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ESSENTIAL TO EVERY 
TRUST OFFICER 


The new and enlarged edition 
of 
TRUST INVESTMENTS 


By FRANK C. McKINNEY 
of the New York Bar 


‘Reliable and only authoritative book on the subject. 
General principles, state statutes and court decisions. 


Every trust officer, every trustee, corporate or individual, 
every lawyer, investment house and savings bank, should 
own this reliable work. 


CONTENTS 
1. General duties of Trustees, Execu- 2. Statutes of All States Carefully 
tors, Administrators and Guardians Compiled. 
in the Care and Management of 2: Statutes Governing Investments by 
< c + < c ton . 


, Bank 
7 aan a ae Savings Banks. 
Estates; Liabilities of 'rustees “ane” Brief and Accurate Digest of Court 
Contracts and the Incurring of Ex- Decisions of Every State. 
penses for Repairs and Improve- 5, List of Investments Legal in Con- 
ments; Continuing Business and necticut, Massachusetts and New 
Investments of Decedent. York. 


600 pages—Attractively bound 
in Koda Leather. Price 


TRUST COMPANIES Magazine, Book Department 
55 Liberty Street, New York. 


Gentlemen: Enclosed please find $5.00 (check or money order), for which 
kindly send me copy of “Trust Investments,” by Frank C. McKinney; or you may 
send me copy on approval. 


Address 


Make check or draft payable to TRUST COMPANIES Publishing Association 
55 Liberty Street, New York 





An Indispensable Book 


to 


Every Bank and Trust Company 


Officer 


The Revised Sixth and Enlarged Edition 


THE MODERN 
TRUST COMPANY 


FRANKLIN B. KIRKBRIDE 
J. E. STERRETT AND 
H. PARKER WILLIS 


Now ready for distribution. 


Price $6.00 postage prepaid 


Address: Trust Companies Publishing Association, 55 Liberty St., New York 


HIS Book is indisputably recog- 
nized as the Standard and Lead- 


ing Authority on the Functions 

and Organization of a Modern Trust 

Company, embracing every phase and 

latest development in Banking Oper- 
ation and Fiduciary Finance. 

Comprising over 550 pages, the new 


Sixth Edition is of equal value to every 
National and State Bank as well as to 
Trust Companies. In scope it covers 
every department and phase of Banking 
and Fiduciary Finance, including the 
most approved forms of accounting, ad- 
vanced standards and principles of 
practice. 


TRUST COMPANIES Magazine, Book Department 


55 Liberty Street, New York. 


Gentlemen:—Enclosed please find $6.00 (check or money order) for which kindly 
send me copy of the new Sixth Edition of “The Modern Trust Company,” or you 


may send me copy on approval. 


Make check or draft payable to TRUST COMPANIES Publishing Association, 
55 Liberty Street, New York. 
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